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PENNSYLVANIA  ECONOMY  LEAGUE,  INC, 


Founded  1 932 


611  BLACKSTONE  BUILDING 

Harrisburg.  Penna. 


OFFICE  OF  THE  PRESIDENT 


December  10,  1952 


Mr,  Francis  J.  Chesterman,  Chairman 
Mi'.  John  N.  O'Neil,  Executive  Director 
State  Government  Survey  Committee 
Harrisburg,  Pennsylvania 

Gentlemen: 


In  accordance  with  the  request  of  your  Committee,  a functional 


survey  has  been  made  by  the  League  of  the  Department  of  Banking  and  the 
Pennsylvania  Securities  Commission.  The  broad  purpose  of  the  survey  was 
to  determine  whether  their  functions  are  being  performed  efficiently  and 
economically,  and  to  the  end  that  the  public  interest  is  protected. 


The  suggestions  and  recommendations  made  by  the  Task  Force 


members,  as  well  as  the  Department  of  Banking  representatives,  have  been 
incorporated  in  the  final  draft  of  the  report,  which  is  herewith  sub- 
mitted. 


The  survey  was  made  and  the  report  prepared  by  Martin  P.  Klingel, 


Ass't.  Director,  John  N.  Carson,  Secretary  and  G.  Fred  Berger,  Consultant 
on  Banking  Practices  and  Procedures  of  our  Southeastern  Division,  as  the 
Research  Staff  of  the  Task  Force. 


We  appreciate  the  opportunity  of  assisting  your  Committee  and 


desire  to  express  our  thanks  for  the  splendid  cooperation  of  the  Secretary 
of  Banking,  Chairman  of  the  Pennsylvania  Securities  Commission  and  their 
staffs  given  us  during  the  course  of  the  survey. 


Copy  to  Task  Force  Members: 

Mr.  George  N,  Bailey,  Vice  President,  Harrisburg  National  Bank,  Harrisburg,  Pa. 

Mr.  T.  N.  Burke,  Vice  Pres„,  Interstate  Finance  & Consumer  Disc.  Co.,  Phila.,  Pa.. 
Mr.  Norman  T.  Hayes,  Vice  President,  Philadelphia  National  Bank,  Philadelphia,  Pa, 
Mr.  R.  J.  Hopkins,  Pres.,  Titusville -Trust  Co.,  Titusville,  Pa. 

Mr.  R.  G.  Kirschmann,  Sec.-Treas.,  Johnstown  Finance  & Loan  Co.,  Johnstown,  Pa. 

Mr.  G.  M.  Watson,  Treas.,  State  Capital  Sav.  <k  Loan  Ass'n.,  Harrisburg,  Pa. 


Sincerely  yours, 


Robert  B.  Murray,  Jr 
President . 
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SCOPE  OF  SURVEY 


In  accordance  with  the  request  of  the  State  Government  Survey  Committee, 
the  functional  survey  which  has  been  made,  entailed  an  analysis  and  evaluation 
of  the  administrative,  examinational  and  investigational  methods  and  procedures 
of  the  Department  of  Banking  and  Pennsylvania  Securities  Commission®  This 
involves  the  supervision,  regulation  and  registration,  as  required  by  law,  of 
the  11,785  banking  and  building  and  loan  institutions,  consumer  credit  and 
motor  vehicle  installment  sales  licensees,  and  securities  registrants,  covering 
assets  of  $6-3/4  billion®  This  is  done  with  a total  staff  of  140,  at  an  annual 
cost  of  $812.  thousand,  which  is  paid  by  the  institutions,  licensees  and  regis- 
trants® The  objective  was  to  determine  whether  their  functions  are  being  per- 
formed efficiently  and  economically,  and  to  the  end  that  the  public  interest 
is  protected® 

A comprehensive  preliminary  progress  report  was  prepared  by  the  Research 
Staff  and  submitted  to  all  members  of  the  Task  Force  Organization  for  review 
and  discussion  in  Harrisburg  on  October  29  and  November  7 , 1952®  Present  also 
at  these  discussions  were  Secretary  L®  Merle  Campbell,  Deputy  Secretary  Fred 
Wigfield  and  Comptroller  Wrn®  R®  Saussaman  of  the  Department  of  Banking,  to  give 
them  an  opportunity,  in  line  with  League  policy,  to  indicate  in  what  respects 
the  findings  and  recommendations  of  the  Research  Staff  may  have  been  .improperly 
or  incorrectly  stated®  The  suggestions  and  recommendations  made  by  the  Task  Force 
members,  as  well  as  the  Department  of  Banicing  representatives,  have  been  in- 
corporated in  this  report® 

It  was  felt  there  should  be  provided,  in  one  convenient  report,  all- 
inclusive  information,  including  parts  of  the  1934,  1941  and  1946  reports  on 
the  organization,  administration  and  reorganization  of  the  Government  of  the 
Commonwealth  pertaining  to  the  Department  of  Banking  and  the  Pennsylvania 


v - 


Securities  Commissions  It  is  for  these  reasons  the  report  is  of  such  a de- 
tailed nature,  as  its  contents  go  far  beyond  the  findings  of  a functional 
surveys  It  is  believed  this  more  complete  report  will  be  of  great  value  to 
all  who  are  interested  in  and  concerned  with  the  operations  of  the  Department 
of  Banking  and  the  Pennsylvania  Securities  Commission. 

While  license  fees,  personnel  policies  and  procedures,  and  forms  control 
and  records  administration  are  being  handled  by  separate  horizontal  surveys, 
certain  aspects  of  these  matters  are  covered  in  the  reports 

Information  with  respect  to:  (a)  the  duties  which  are  performed  by  the 
employees  of  the  Department  of  Banking  and  Pennsylvania  Securities  Commission 
was  obtained  by  the  use  of  Job  Analysis  Questionnaire  and  Instructions 
(Exhibit  4)  and  (b)  education,  previous  experience,  length  of  service,  etc0, 
by  the  use  of  Education  and  Experience  Information  form  (Exhibit  5) ° 

We  have  endeavored  to  be  objective  in  our  analysis  and  equally  objective 
in  our  reporting. 
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FOREWORD 


Since  1919s  for  banking  institutions , and  since  1933s  for  building  and  loan 
associations , the  operations  of  the  Department  of  Banking  have  been  entirely 
self=supportingc  No  funds  have  been  appropriated  to  it  from  the  General  Fund  nor 
have  any  funds  received  from  banking  institutions  or  building  and  loan  associations 
for  direct  examination  and  overhead  costs  been,  at  any  time,  transferred  from  the 
Banking  Fund  to  the  General  Fund0 

The  two  transfers  of  $500,000  each  in  the  past  four  years  from  the  Banking 
Fund  to  the  General  Fund  were  from  the  surplus  of  license  fees  collected  by  the 
Consumer  Credit  Division  and  the  Motor  Vehicle  Sales  Finance  Division  over  their 
actual  costs  of  operation,,  For  the  five  years  ending  May  31*  1952  alone;,  the 
receipts  and  expenditures  for  these  two  divisions  xvere  as  follows; 


Receipts 

Expenditures 

Excess  Receipts 
Over 

Expenditures 

Consumer  Credit  Division 

Consumer  Discount  Companies 
Small  Loan  Companies 
Credit  Unions 
Pawnbrokers 

$ 669,498 

$244,640 

$424,858 

Motor  Vehicle  Sales  Finance  Div0  575*030 
Installment  Sellers 
Sales  Finance  Companies 
Collect or=Repossessors 

266,811 

308,219 

Total 

$1,244,528 

$511*451 

$733*077 

The  method  of  billing  banking  institutions  and  building  and  loan  associations 
for  direct  examination  and  overhead  costs  is  outlined  under  the  Executive  Bureau, 
pages  13,  17,  to  19  and  Tables  1 to  4 incs 
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PRESENT  MEMBERS  OF  THE  BANKING  BOARD BUILDING  & LOAN  BOARD 
AND  OFFICERS  OF  THE  DEPARTMENT  OF  BANKING 


BANKING  BOARD 


Name  , Position  &.  Address 

PoBoAo Group 

Term 

E0  Eo  Bauer5  President 

Allegheny  Trust  Company,,  Pittsburgh 5 PaQ 

At  Paige 

9=1=47  to 

9=1=53 

John  H0  Dillens  President 

The  Altoona  Trust  Go,,,,  Altoona s Pa0 

354s5  'and  6 

9=1=51  to 

9-1=59 

Daniel  H0  Erdmanp  President 
Quakertown  Trust  Co05  Quakertowns  Pa0 

1 and  2 

9=1=47  to 

9=1=55 

Eo  To  Graml@y5  President 
Milton  Bank  & Safe  Deposit  Co  e 

3 As  5 and  6 

9=1=51  to 

9=1=59 

Milton p Pa0 

Wm0  Hamilton s Jr05  Director 

Broaa  Street  Trust  Goa  g Philadelphia^  Pa0 

At  Lar  ge 

9=1=47  to 

9=1=53 

Norman  T0  Hayes s Vice  President 

1 and  2 

9=1=47  to 

9=1=55 

Philadelphia  National  Bank. 
Philadelphia s PaD 


George  R0  Howell p President 

The  Reading  Trust  Co0<,  Reading,,  Pae 

At  Large 

9=1=49 

to 

9=1=57 

Wm0  Bo  McFallp  President 
Commonwealth  Trust  G©op  Pittsburgh s PaD 

7 and  8 

9=1=49 

to 

9=1=57 

To  Co  Swartz  s Executive  Vice  President 
Woodlawn  Trust  Go0  s Aliquippas  PaG 

7 and  8 

9=1=49 

to 

9=1=57 

Mark  Will cox s President 

At  Large 

9=1=49 

to 

9=1=57 

Beneficial  Saving  Fund  Society 
Philadelphia s Pae 

Secretary  of  Banking ,,  Chairman 

BUILDING  AND  LOAN  BOARD 


M0  B0  McDowell s Bradford 9 Pa0 

Ro  So  Rothrocks  Altoona^  PaQ 

George  L0  Tran sue  s Easton,,  PaQ 

Jo  Howard  Gilroy s Beaver  Falls s Pa0 

Go  Raymond  Greefoy9  Cynwydj,  PaQ 

Joshua  Wo  Swartz,,  Esq0  9 Harrisburg,,  Pa0 


6=25=43  to  9=1=49 
6=25=43  to  9-1-49 
10=23=47  to  9-1-51 
10=23=47  to  9=1=53 
10=23=47  to  9=1=53 
.10=23=47  to  9-1-55 
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BUILDING  AND  LOAN  BOARD 
(Continued) 


Frank  Wo  Harris*  Jr0  Esq»*  Philadelphia*  Pa0  10-23-47  to  9-1-55 
Fred  Co  Klnssman*  Millvale*  Pa8  10—23—47  (deceased) 
Secretary  of  Banking*  Chairman 


OFFICERS  OF  THE  DEPARTMENT  OF  BANKING 

Lo  Merle  Campbell 

Secretary  of  Banking 

Fred  Wigfield*  Jr0 

Deputy  Secretary  of  Banking 

Robert  W„  Doty 

Deputy  Secretary  of  Banking 

Christian  H0  Brandt 

Deputy  Secretary  of  Banking 

Wm0  R0  Saussaman 

Comptroller 

Walter  Lc  Brenneman 

Director*  Building  & Loan  Bureau 

Otto  Bo  Lippman 

Chief*  Consumer  Credit  Division 

James  M»  Robb 

Chief*  Motor  Vehicle  Sales  Finance 
Division 

Wm«  Jo  McCuen 

Chief  Bank  Examiner*  Philadelphia 
District 

Frank  Glatfelter 

Chief  Bank  Examiner*  Philadelphia 
District 

Jo  Paul  Baker 

Chief  Bank  Examiner*  Pittsburgh 
District 

Lewis  Wo  Piedi 

Chief  Bank  Examiner*  Harrisburg 
District 

OFFICERS  OF  THE  PENNSYLVANIA  SECURITIES  COMMISSION 
Raymond  A„  Cox  Chairman 

Louis  Jo  Conley  Commissioner 

Jo  Myron  Honigman  Commissioner 

L0  Merle  Campbell  Secretary  of  Banking*  Ex-Officio 

Io  Go  Myers  Secretary 

Charles  M,  Willits  Counsel 

Special  Deputy  Attorney  General 
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DEPARTMENT  OF  BANKING 


Commonwealth  of  Pennsylvania 
GENERAL  STATEMENT 


CREATED  — 1891 


The  Department  of  Banking  was  created  by  the  Act  approved  June  8,  1891* 

P0  L0  21? * and  its  powers  were  enlarged  and  extended  by  the  Act  approved  April  11, 
1895*  P*  Lo  4o  Both  of  these  Acts  were  repealed  by  the  Act-  of  May  21*  1919*  1 

209 o The  Act  of  May  21,  1919*  was  repealed  by  "The  Banking  Act  of  1923 18  * approved 
June  15*  1923  which  Act  was  in  turn  superseded  by  the  Department  of  Banking  Code, 
approved  May  15*  1933° 

The  Secretary  of  Banking  is  the  chief  officer*  who  is  appointed  by  the  Gov- 
ernor by  and  with  the  advice  and  consent  of  the  Senate*  for  a term  of  four  years „ 
(From  1891  to  1895  the  chief  officer  was  the  Superintendent  of  Banking;  from  1895 
to  1923  the  Commissioner  of  Banking*  and  from  1923  to  date  the  Secretary  of  Bank- 
ing ») 

The  Deputy  Secretary  next  in  charge*  by  reason  of  the  absence  or  incapacity 
of  the  Secretary*  performs  the  duties  of  the  Secretary „ 

PART  X ~ POWERS  AND  DUTIES 

It  is  the  duty  of  the  Department  to  take  care  that  the  laws  of  the  Common- 
wealth in  relation  to  persons  and  institutions  under  its  supervision  are  faith- 
fully executedo  Supervision  extends  and  applies  to  the  following? 

(l)  All  corporations  and  persons  which  are  authorized  to  receive  or 

which  do  receive  in  this  Commonwealth  money  on  deposit  or  for  safe- 
keeping* or  which  are  authorized  to  engage  or  which  do  engage  in 
this  Commonwealth  in  a banking  business*  and  all  corporations  which 
are  authorized  to  act  or  which  do  act  in  this  Commonwealth  as 
trustees*  guardians*  executors*  administrators*  or  in  other 
fiduciary  capacities*  including  banks*  bank  and  trust  companies* 
trust  companies*  private  banks,  savings  banks*  and  mutual  savings 
funds 5 but  not  including  hotels  or  clubs*  which  receive  money  from 
guests  or  members  for  temporary  safekeeping*  express*  steamship,  or 
telegraph  companies  which  receive  money  for  transmission*  and 
attorneys-at-law*  real  estate  agents*  and  attorneys-in-fact*  who  are 
not  engaged  in  the  business  of  receiving  moneys  in  this  Common- 
wealth for  deposit  or  for  transmission  but  receive  and  transmit 
moneys  only  as  an  incident  to  their  general  business  or  profession, 
brokers  licensed  under  the  laws  of  this  Commonwealth*  holding 
membership  in  a lawfully  constituted  brokerage  exchange*  who  do 
and  have  authority  to  do  only  such  banking  as  is  incidental  to 
their  brokerage  business s (Powers  granted  by  Act  of  May  15*  19 33? 

P„  L0  624*  as  amended  ’Banking  Code  * and  Act  of  May  15*  1933  P°  L„ 

565*  as  amended (l)  11  Department  of  Banking  Code’) 
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(2)  All  building  and  loan  associations  authorize: 
acting  business  in  this  Commonwealth t rPovei 


r T T ATi  ~ — 


1933;  p.  L, 


I Z 


rlay  p. 

Act  of  May  15*  1933 . P< 
Code ; ) 


f - Bk  5 


565=  as  amended  ; Department 


A.r  d 


(3) 

(4) 

(5) 

(6) 
(7) 


Credit  unions  organized  under  the 
1933,  F = L,  1076  = as  amended, 


rn  e a ' 


SmalJ 
§300  or  less 
as  amended; 


can  companies  engaged,  in  the  ousiness  0: 


organized  under 


7 . 1 


of  May  2: 


T ” A"V  O 


Consumer  discount  companies  engaged  in  the  business  of 
siims  of  3 2-. 000  or  less 


Lo  262 


organized  under  the  act  01  r.pn. 


d,  191' 


amended; 


Pawnbrokers  licensed  to  do  business  under  the  Act  of  April  r 
1937  = Fa  Lo  200  as  amended; 

Installment  sellers = sales  finance  companies  and  collector- 
repossessors  licensed  to  engage  in  the  retail  selling  of  moi 


and  financing  tns 


of  P C* 


vehicles  and  fi 
1947=  P,  Lo  1110 , as  amended,  and 


:rcvided  by  the  Act  of  June  2a- 


(8)  Supervision  = registration  and  regti 


r ion  o: 


m orations  an 


persons  engaged  in  sale  of  investment  securities , ,nis  work  is 
done  by  the  Pennsylvania  Securities  Commission-  a departmental  i 
ministrative  commission  created  in  1927=  Powers  granted  by 
June  24-  1939=  P=  L,  74 3.  as  amended. 


certain  functions  are  also  performed  by  a Banking  noarn  of 
members  and  by  a Building  and  Loan  Board  of  nine  members  wh 


u 0 V’0T 


Boards  were  created  under  the 
Banking  Code,  The  members  of 


provisions  of  cue  Depai 
these  Boards  receive  n: 


salaries 


The  Secretary  of  Banking  under-  the  provisions  of  the  Department  of 
Banking  Code  acts  as  Receiver  * 


closed  banking 


rsrtri  ! - 55OCiEl 

receiverships  have  been  completed , 


CUCS6-G  building  and  loan  issutiai 


However- = when  any  corporation  subject 


:rarr 
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Prior  to  1391  state  banking  institutions  were  required  to  report 
to  the  Auditor  General :s  Department  which  reports  were  published  and- 
from  a few  special  examinations,  supervision  of  a : loser  type  was  apparent 
not  required  by  the  Auditor  General,  Upon  the  creation  of  the  Department  c 
Banking  in  1391,  following  several  unsuccessful  attempt?  *0  bring  abou*  cl: 
supervision  of  state  banking  institutions,  the  Auditor  General  cum: 
the  Department  supervision  of  37  operating  institutions.  In  the  iaJ 


w.  r *»-  J. 

of  1 i 


= 1 = 


:ment 

1+ go 


y <. 


. 


this  number  had  increased  to  172*  their  total  deposits  being  $201 s 450*000 „ 

In  1895  the  Act  of  1891  was  repealed  and  a new  act  passed  as  a result  of 
reconmendations  set  forth  in  the  first  report  of  the  superintendent  which  came 
from  experience  gained  from  special  examinations  made  under  the  Ait  of  1891  o 
The  Act  of  1895  also  placed  building  and  loan  associations*  numbering  11.31*  with 
aggregate  assets  of  $99 9 520*000*  under  the  supervision  of  the  Department » 

In  1911  a law  for  the  licensing  and  regulating  of  private  banks  in  Penn sylvan 
was  passed  and  became  operative  on  December  1*  19Ho  Throughout  the  following 
years  there  were  licenses  issued  to  239  private  banks „ At  the  present  time  there 
are  only  9 0 • 

In  1915  the  Department  took  over  the  enforcement  of  the  law  passed  June  17* 
1915  and  generally  known  as  the  Loan  Shark  Act»  Under  this  law  70  licensees  were 
supervised  during  the  first  ye ar0 

In  1913  a new  act  covering  the  Department  of  Banking  was  passed  placing 
operations  on  a self-sustaining  basis  and  permitting  the  Secretary  of  Banking  to 
take  possession  of  insolvent  institutions*  which  prior  thereto-  had  been  adminis- 
tered by  receivers  appointed  by  the  courts 0 This  act  was  repealed  in  part  in 
1923  and  a new  law  passed  giving  additional  powers  to  the  Secretary  of  Banking  in 
connection  with  the  receivership  of  insolvent  institutions „ 

Securities  Bureau, 

In  1923  the  Securities  Bureau  was  created  in  the  Department  and  was  adminis- 
tered by  two  Deputies o By  the  Act  of  April  33*  1927  the  functions  of  this  Bureau 
were  transferred  to  the  Pennsylvania  Securities  Commission 0 

Credit  Unions 

Credit  Unions  became  subject  to  Department  supervision  by  a law  of  May  26* 

1933 . 

Banking  Board 

Under  the  provisions  of  the  Act  of  July  2*  1935*  L„  525*  there  was  created 
a Board  taiown  as  the  '“Banking  Board*8  now  familiarly  termed  the  "Pennsylvania 
Banking  Board 0 98  This  Board*  consisting  of  8 bankers  and  the  Secretary  of  Banking 
as  Chairman*  was  given  authority  at  that  time  to  remove*  upon  recommendation  by 
the  Secretary  and  after  hearing  before  the  Board*  any  officer*  director*  trustee* 
attorney  or  employe©  of  -any  State  banking  institution  found  guilty  of  illegal  or 
unsound  banking  practices 0 The  Board  was  and  is  now  required  to  approve  the 
establishment  of  branches  in  certain  cases  as  is  provided  under  Secion  204  of 
the  Banking  Code,  It  also  was  used  by  the  then  Secretary  of  Banking  as  an  advi- 
sory' body,  Subsequently  the  law  creating  this  Board  was  amended  to  provide  for 
a Board  of  11  members*  one  of  which  shall  be  the  Secretary  of  Banking  who  shall 
act  as  Chairman o Four  of  the  eleven  members  are  appointed  by  the  Governor  and 
they  may  be  removed  from  office  at  his  pleasure 0 The  remaining  six  members  are 
appointed  by  the  Governor  also  from  lists  of  nominations  submitted  to  him  by  the 
Pennsylvania  Bankers  Association  as  provided  under  the  amended  Xaw0  These  mem- 
bers cannot  be  removed  from  office*  except  for  continued  absence  from  six  con- 
secutive meetings  of  the  Board,  The  Board  presently  meets  only  at  irregular 
times  upon  call  of  the  Secretary  ©f  Banking, 

Under  the  provisions  of  an  act  approved  the  21st  day  of  May*  A,  D0  1943 s 
P,  L,  475 5 the  Banking  Board  was  given  the  further  power  to  fix  the  amount  of 
reserve  fund  to  be  established  and  maintained  by  banking  institutions „ 
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At  the  time  of  its  first  meeting  which  was  held  September  11,  1935,  the  Board 
expressed  in  the  following  words  the  policy  it  hoped  to  maintains 

"The  Board  hopes  to  use  its  powers  to  promote  sound  banking  and  through 
promotion  of  sound  banking  protect  the  interest  of  the  people  of  our 
Commonwealth  0 99 

At  that  time  the  then  Secretary  of  Banking  also  predicted  that  the  Board  "In 
time  will  go  far  to  divorce  the  Department  from  poll  tics  o’9  Continuing  he  further- 
stated  "The  Banking  Board,  a completely  non-political  organization  controlled  by 
nominees  of  the  bankers  themselves,  should  assure  the  people  of  this  Commonwealth 
a non-political  Banking  Department  „ 19 

Building  and  Loan  Board 

In  1937,  under  the  provisions  of  an  amendment  to  the  Department  of  Banking 
Code  approved  the  22nd  day  of  April,  1937,  Pc  L0  337,  there  was  created  a Building 
and  Loan  Board  which  was  given  the  same  power  with  respect  to  the  removal  of 
officers  and  employees  of  building  and  loan  associations  as  had  been  given  to  the 
Banking  Board  at  the  time  of  its  creation  in  1935 o The  Building  and  loan  Board 
consists  of  9 members  one  of  whom  is  the  Secretary  of  Banking  who  is  designated 
Chairman o Two  of  the  members  are  appointed  by  the  Governor  at  his  pleasure  and 
six  are  appointed  by  the  Governor  from  nominations  made  to  him  by  the  League  of 
Pennsylvania  Building  and  Loan  Associations . In  addition  to  the  power  to  remove 
officers  and  employees  of  building  and  loan  associations,  the  Board  was  authorized 
to  exercise  such  additional  powers  as  shall  be  given  to  it  and  shall  act  upon  such 
matters  as  shall  be  referred  to  it  by  any  laws  of  the  Commonwealth . 

Needless  to  say,  at  the  creation  of  the  Building  and  Loan  Board  it  was  hoped 
that  it  likewise  would  be  effective  in  taking  the  Building  and  Loan  Bureau  out  of 
the  control  of  politics 0 Thus  far  the  goal  of  these  two  Boards  has  not  been 
realised » 


Consumer  Discount  Companies  and  Pawnbrokers 

In  1937  Consumer  Discount  Companies  and  Pawnbrokers  were  required  to  be 
licensed  under  the  Department. 


Motor  Vehicle  Sales  Finance 

One  ©lass  of  lenders  in  the  Commonwealth  remained  exempt  from  supervision 
until  1947 o Such  lenders  were  the  automobile  dealers  and  finance  companies  who 
sold  motor  vehicles  on  the  installment  plan0  Early  in  1945,  the  Philadelphia 
Inquirer  gave  wide  publicity  to  criticisable  practices  and  methods  of  some  finance 
companies  and  automobile  dealers  in  their  installment  sales  of  motor  vehicles  and 
the  Legislature  in  1945  adopted  a resolution  authorizing  the  Joint  State  Govern- 
ment Commission  tc  make  a study  of  the  problem  and  submit  a report  with  recommen- 
dations for  correction  to  the  1947  session  of  the  Legislature,  The  result  was  the 
passage  of  the  Act  of  June  28,  1947,  known  as  "The  Motor  Vehicle  Sales  Finance 
Act,"  for  which  the  Department  of  Banking  was  designated  the  administrator.  The 
new  law  of  June  28,  1947  provided  for  the  licensing  of  all  persons  and  corpora- 
tions connected  with  the  installment  sale  of  motor  vehicles,  including  automobile 
dealers,  banks,  finance  companies  and  collector-repossessors , 

Closed  Bank  and  Building  and  Loan  Division 

Following  the  crash  in  1929  and  the  numerous  bank  closings  of  the  period  from 
that  year  to  1934,  it  was  necessary  to  create  a Closed  Bank  Division  for  handling 
he  policy  making  and  major  details  of  the  receiverships 0 This  Division  was  in 
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- 
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operation  from  the  early  1930’s  until  late  in  194c  when  it  was  dissolved*, 

The  Closed  Building  and  Loan.  Division  was  established  in  1935  and  completed 
its  work  and  was  dissolved  in  1946 0 

x x x x x x x 

The  following  table  shows  the  financial  institutions  and  persons  under  the 


supervision  of  the  Department  of  Banking 
sion0 

ALL  BANKING  INSTITUTIONS  ~ 6/30/52 
Banks 

Eank  & Trust- 
Savings  Banks 
Private  Banks 
Employe®  Mutual  Assoc<> 

Trust  Companies 

SMALL  LOAN  COMPANIES  ~ 1/1/52 
CREDIT  UNIONS  ~ 1/1/52 
CONSUMER  DISCOUNT  COMPANIES  - 1/1/52 
B , & Lo  ASSOCIATIONS  - 1/1/52 
M,  SALES  FINANCE  COMPANIES  = 9/1/52 
Sales  Finance  Companies 
Installment  Sellers 
Collector  Repossessors 

PAWNBROKERS  - 12/3 1/5 1 

PENNSYLVANIA  SECURITIES  COMMISSION  - 10/1/52 
Registered  Dealers 
Registered  Investment  Advisers 
Registered  Salesmen 
Registered  Solicitors 


and  the  Pennsylvania  Securities  Commi-- 


NO, 

ASSETS 

344 

$5,915,500,750 

155 

600,529,072 

168 

3,961,727,776 

8 

1,283,464,916 

9 

38,296,856 

2 

28,420,603 

2 

3,061,535 

678 

$154,437,946 

85 

$11,930,716 

400 

$7,415,515 

772 

$645,477,790 

= 

>,505 

- 

15 

- 

104 

$7,657,074 

539 

67 

2,780 

51 
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Part  .1 


EXECUTIVE  OFFICE 


As  of  September  15*  1952.  the  Executive  office  was  staffed  as  follows; 


Salary 


Monthly 


Annual 


1 Secretary  of  Banking 

1 Deputy  Secretary  of  Bankings  Sr*  Grade 

1 Deputy  Secretary  of  Banking 

1 Deputy  Secretary  of  Banking 

1 Executive  Assistant 

K 


$1*  250  0 oo  $15  *000  o 00 

917 0 00  11, 004 o 00 

873 o 50  10, 482 o 00 

82 5 o 00  % 900 o 00 

363 o 75  4, 365  o00 


$4* 229 o 25  $50, 75 lo 00 


Their  duties  have  been  stated  to  be: 

Secretary  of  Banking 

Administer  the  affairs  of  the  Department  of  Banking  in  accordance  with  Article  16 
of  the  Administrative  Code  of  1929  and  amendments  thereto* 

Deputy  Secretary  of  Banking a Sr„  Grade 

Deputy  in  charge  and  acting  Secretary  in  the  absence  of  the  Secretary  of  Banking* 

Overall  supervision  of  all  personnel  of  the  various  Divisions  and  Bureaus  of  the 
Depto  of  Banking* 

Hold  hearings  and  conferences  relative  to  all  Banking  Department  matters* 

Analyze  reports  and  conduct  correspondence  in  connection  therewith* 

Handle  correspondence,  answer  inquiries  and  give  advice  by  letter,  telephone  or 
in  person  on  all  subjects  pertaining  to  Banking  and  work  of  the  Department* 

Make  recommendations  with  regard  to  proposed  legislation  and  policies  of  the  Dept* 

Discuss  matters  of  mutual  concern  with  Federal  Agencies* 

Do  such  special  duties  as  are  assigned  by  the  Secretary  of  Banking* 

Supervise  work  of  examiners  9 

Promulgate,  analyze  and  supervise  the  consummation  of  plans  for  the  reorganization 
and  rehabilitation  of  all  institutions  under  supervision  of  the  Banking  Dept* 

Secretary  of  the  Banking  Boards 

Interview  applicants  for  the  position  of  Bank  Examiner,, 

Confer  with  officials  of  State  & National  associations  of  the  Banking  Industry* 


Deputy  Secretary  of  Banking  ( $ 10, 482 0 00 ) 

Hold  hearings  and  conferences  relative  to  Banking  matters . 

Analyze  reports  and  conduct  correspondence  in  connection  therewith. 

Handle  correspondence,,  answer  inquiries  and  give  advice  by  letter,,  telephone  or 
in  person  all  subjects  pertaining  to  Banking  and  work  of  the  Department. 

Make  recommendations  with  regard  to  proposed  legislation  and  policies  of  the 
Department® 

Discuss  matters  of  mutual  concern  with  Federal  Agencies® 

Do  such  special  duties  as  are  assigned  by  the  Secretary  of  Banking  „ 

Supervise  work  of  examiners  through  Chief  Examiner® 

Promulgate*  analyze  and  supervise  the  consummation  of  plans  for  the  reorganization 
and  rehabilitation  of  Banking  institutions. 

Certify  all  formal,  documents*  reports*  etc0 

Deputy  Secretary  of  Banking  ($9*900  ,00) 

Analyze  bank  examination  reports. 

Conduct  correspondence  with  banking  institutions  relative  to  examination  reports 
and  banking  problems. 

Hold  hearings  and  conferences  relative  to  banking  matters. 

Discuss  banking  matters  with  Federal  agencies® 

Make  recommendations  with  regard  to  proposed  legislation  and  policies  of  the 
Department® 

Recommend*  analyze  and  supervise  plans  for  merger*  recapitalization  and  reorgan- 
ization of  banking  institutions® 

Do  work  as  required  by  Secretary  of  Banking  on  staff  assignments® 

Handle  miscellaneous  correspondence;  answer  inquiries  on  subjects  pertaining  to 
banking  and  the  work  of  the  Departments 

Supervise  work  of  bank  examiners  through  Chief  Examiner. 

Handle  matters  with  respect  to  criminal  investigations  and  prosecutions  *> 
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Executive  Assistant 


Open  official  and  personal  correspondence  of  Secretary  of  Banking  and  attach 
pertinent  correspondence  and  datac 

Answer  correspondence  with  or  without  dictation.  Also  dictation  of  speeches 
and  articles  for  various  banking  publications „ Transcribe  notes. 

Liaison  between  Secretary  of  Banking  and  members  of  his  staff. 

Arrange  local  and  out  of  town  appointments. 

Place  long  distance  telephone  calls  for  the  Secretary  and  handle  certain  other 
telepnone  calls  for  him 

Obtain  hotel  and  transportation  accommodations  for  the  Secretary  and  occasion™ 
ally  for  two  Deputy  Secretaries, 

File  official  and  personal  correspondence  of  the  Secretary, 

Perform  minor  personal  services  for  the  Secretary, 

Prepare  and  type  monthly  expense  accounts  for  the  Secretary, 

Dictation  of  two  Deputy  Secretaries  in  the  absence  of  secretaries  regularly 
assigned  to  them 

Miscellaneous;  Certain  confidential  assignments  of  the  Comptroller,  Prepare 
letters  and  memoranda  to  Chief  Examiners  transmitting  credentials  and 
other  material  for  the  use  of  newly  appointed  Bank  Examiners,  Prepare 
Saturday  morning  skeleton  force  schedule.  Post  changes  in  Gode  Book, 
Proofreading, 
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Part  2 


EXECUTIVE  BUREAU 


As 

of  September  15*  19 52*  this  Bureau 

was  staffed 

with  the  following  employees. 

1b  charge  of  the  Comptrollers 

Monthly 

Salary 

Humber 

Payroll  Title 

Rate 

Monthly 

Annual 

1 

Comptroller 

$681 . 00 

$681  a 00 

$8*172.00 

Accounting  & Budget  Dlv0 

1 

Sr0  Auditor 

428 o 00 

428 a 00 

5 *136o 00 

1 

Supervising  Bookkeeper 

363 o 00 

363a 00 

4*356‘e  00 

1 

Jr.  Report  Examiner 

306o  00' 

3060 00 

3*672oOO 

JL 

Prino  Steno0  Secretary 

313c 50 

313 0 50 

3 .762 a 00 

4 

TOTALS 

ls410o5Q 

16 *9260 00 

Reports  & Statistics  Div„ 

1 

Chief  Supervisor  Reports 

508  0 50 

508 0 50 

6*102o00 

1 

Report  Analyst 

38.3  „ 00 

383 0 00 

4*596,00 

1 

Sr  o Stati  s ti  dan 

363 0 00 

363 a 00 

56.00 

1 

Assto  Investment  Analyst 

294 0 00 

294 0 00 

3*528a00 

1 

Adv0  Assignment  Clerk 

268 a 50 

268 a 50 

3 *222 a 00 

1 

Prim  Stenoc  Clerk 

213  a 50 

213  0 50 

2* 562o 00 

1 

Sfo  Steno0  Clerk 

205 0 00 

205 0 00 

2„i60o00 

7 

TOTALS 

2* 235c 50 

26,826 c 00 

'■anhi.c  and  Clerical  Div„ 

2 

PrinD  Steno0  Secys„ 

313 0 50 

627c 00 

7* 524 0 00 

1 

Advs  Steno0  Secy0 

277 0 50 

277 0 50 

3 * 330 0 00 

2 

Src  Stenoo  Secys8 

268 a 50 

537 0 00 

6*444o0Q 

1 

Prim  Typist  Clerk 

213  a 50 

.213  0 50 

2 , 562 0 00 

1 

Adv0  Hail  Clerk 

197 0 CO 

197 0 00 

2* 364 0 00 

1 

Sr0  Stenoo  Clerk 

188 0 50 

188 a 50 

2* 262c 00 

1 

Clerk 

188 0 50 

188 a 50 

2* 262 a 00 

2 

Sr 0 Jandtress 

142 a 00 

284 a 00 

3 *408 „ 00 

11 

TOTALS 

2*513 c 00 

30*156 a00 

23 

GRAND  TOTALS 

$6 * 840 o 00 

$82 *080 a CO 
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Based  on  the  staff  assignments , l8$>  of  the  total  number  of  employees  and  1 yj> 
of  the  total  personal  service  expenditures  of  the  Department  of  Banking  are 
required  for  this  Bureau o 

The  Executive  Bureaus  more  aptly  a general  office  or  administrative  bureau 
maintains  the  accounting  records , personnel  records.,  general  correspondence 
and  mail  files,,  and  provides  stenographic,  typing  and  clerical  services  for 
the  Department  at  its  headquarters  office  located  on  the  fourth  (4th)  floor 
of  the  Education  Building  in  Harrisburg,  Pao 
Definition  of  Duties  of  the  Technical  Staff 

The  duties  of  the  Comptroller  and  the  technical  staff  are  as  follow: 


General  supervision  over  34  employes  engaged  in  tasks  supervised 
by  others  and  direct  supervision  over  5 employes  engaged  in  the 
following  activities ; 

All  accounting  activities,  personnel  matters  and  purchases 
Typing,  checking  and  preparation  of  examination  reports 
Employee  relations 
Statistical  Department 

Filing  of  every  kind,  storage  and  disposition  of  old  records 
Mailing  Department- 

Handling  of  Insurance,  Bonding  and  related  matters  in  connection 
with  Closed  Banks 

Prepare  Budget  Estimates  for  Department  and  Securities  Commission 
Prepare  Revenue  Estimates  for  Department  and  Securities  Commission 
Revision  of  Forms,  Codes,  etcc 

Analyzing  and  approving  or  disapproving  Articles  of  Incorporation, 
Articles  of  Amendment,  conversion,  merger  and  consolidation,  filed 
by  State  Banking  Institutions 

Act  for  Secretary  in  matters  connected  with  certain  Closed  Banks 
To  do  such  special  duties  as  are  assigned  by  the  Secretary  of  Banking 
Confer  with  Bankers  and  Attorneys  along  with  Deputies  on  matters 
pertaining  to  Recapitalization  Programs 

Accounting  and  Budget  Division 

Senior  Auditor 

Supervise  and  audit  expenditures  made  by  the  Department  of 
Banking  and  the  Pennsylvania  Securities  Commission 
Supervise  and  audit  the  collection  of  revenue  for  the  Department 
of  Banking  and  Pennsylvania  Securities  Commission 
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Procurement  of  supplies  and  printing  for  the  Department  of 

Banking  and  Pennsylvania  Securities  Commission 

Prepare  estimates  of  expenditures  for  the  Budget  Bureau 

Prepare  estimates  of  revenue  and  receipts  for  Department  of  Revenue 

Prepare  mi, scellaneous  financial  statements  and  reports 

Supervising  Bookkeeper 

Act  as  agent  for  Revenue  Department  and  transmit  all  moneys  of 
Department  of  Banking  and  Pennsylvania  Securities  Commission 
Supervise  all  billing  and  collection  of  charges  made  by  Department- 
of  Banking 

Maintain  individual  ledgers  showing  transactions  with  all  Banking 
Institutions s,  Small  iPan  Companies » Credit  Unions 9 Consumer 
Discount  Companies * Pawnbrokers 9 and  Building  and  Loan  Associations 
Keep  all  general  books  of  the  Department  of  Banking  in  double  entry 
Keep  all  general  books  for  Pennsylvania  Securities  Commission 
Keep  budget  book  for  Department  of  Banking  and  Pennsylvania 
Securities  Commission 

Supervise  all  payrolls  of  Department  of  Banking  and  Pennsylvania 
Securities  Commission 

Supervise  all  expense  accounts  of  Bank  Examiners  and  Bo  & Lo 
Examiners 

In  charge  of  Withholding  Tax 

Prepare  budget  reports  monthly  for  Department  of  Banking  and 
Pennsylvania  Securities  Commission 
Prepare  trial  balances  of  books  monthly 

Prepare  Compensation  reports  to  Budget  and  Labor  and  Industry 
Departments  monthly 

Keep  Cash  Book  and  verify  balances  monthly  with  Auditor  General’s 
Department 

Balance  books  and  prepare  balance  sheet  and  reports  for  year’s 
business 

Supervise  and  send  out  Overhead  charges  of  Department  of  Banking 
annually 

Jrc  Report  Examiner 

In  charge  of  store  room  = responsible  for  maintaining  a perpetual 
inventory  on  Kardex  Fileo  Re-order  supplies  when  needed  - make 
new  changes  on  Department  of  Banking  forms  when  ordering 
Assist  in  the  examination  of  Banks  and  Trust  Companies  and  Saving 
Institutions 

Audit  Job  Bills  on  Banks » Banks  and  Trusts , Private  Banks » Saving 
Institutions s,  Small  Money  Lenders 9 Consumer  Discount  Companies*, 

Credit  Unions  9 Pawn  Brokers  and  Building  and  Loan  Associations*, 
Prepare  total  cost  of  each  examination  for  billingo 
Examine  each  Monthly  Distribution  Sheet  of  the  examiners  against 
the  Job  Bill  of  the  foregoing  for  daily  costs  other  than  wages0 
Assist  in  the  taking  of  Trial  Balances 0 

Audit  the  Hotel  and  Transportation  bills  each  month  and  prepare 
total  cost  of  each  bill  for  requisitioning  check  for  paymento 
Responsible  for  keeping  a record  of  each  employees’  Leave  of 
Absence 

Assist  in  the  preparing  of  special  statistical  data  from  time  to  time 
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Fill  and  ship  orders  for  supplies  from  the  Philadelphia  and 
Pittsburgh  offices 
General  clerical  work 

Reports  and  Statistics  Division 

Chief  Supervisor  of  Reports 

Supervises 

Checking  of  all  bank  examination  reports  for  correctness  and 
completeness 

Compilation  of  statistics  from  Reports  of  Condition  (quarterly) 
Compilation  of  statistics  from  Reports  of  Earning  and  Expenses 
(semi  “annually) 

Typing  of  examination  reports  =>  Harrisburg  District 
Mimeographing  jobs 

Microfilming  of  examination  reports  and  correspondence 
Mail  and  File  room 
Directly  responsible  tors 

Directors^  examination  report s=annually  and  continuous  audit 
controls 

Oaths  and  rosters  of  Directors  and  officers  = annually 
Reports  of  Condition  and  Reports  of  Earnings  and  Expenses 
Dividend  Re  ports “quarterly 9 semi-annually  and  annually 
Securities  pledged  by  Private  Banks  and  deposited  with 

State  Treasurer 

Correspondence  in  connection  with  the  above 
Dual  control  of  passbooks  and  certificates  of  deposit 
representing  moneys  deposited  by  Secretary  of  Banking  as 
Receiver 

Verification  of  funds  for  retirement  of  preferred  stock  by 
Banking  Institutions 

Report  Analyst- 

Analyze  examination  reports  of  State  Banking  Institutions  as 
prepared  by  the  State  Bank  examiners 
Assist  in  examining  of  Banking  Institutions 

Senior  Statistician 

Assist  with  the  tabulation  of  figures  from  call  reports  and  earn- 
ings, expenses  and  dividend  reports  from  all  state  banks  and  in 
the  preparation  of  all  reports  made  therefrom  for  the  use  of 
all  State8  Federal  and  independent  banking  agencies,, 

In  emergencies  assist  in  the  examination  of  various  state  banks 
Assist  Supervisor  of  Reports  as  required 

Assistant  Investment  Analyst 

Checking  portions  of  bank  examination  reports  and  making  necessary 
corrections 

Furnish  security  quotations  when  neededo  Make  check  of  comparative 
analysis  covering  each  bank  prepared  by  Chief  Examiner  of  each 
district  to  assure  correct  recordo  Price  securities  pledged  by 
private  banks 
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Advanced,  As si gnment  Clerk 


Request  correspondence  relative  to  last  examination  from  general 
filss-List  for  Cnief  Examiner  and  for  general  office 
Receive  current  examination  reports , job  bills  and  corres- 
pondences, check  and  acknowledge 0 Pi'epare  reports  for  checkers 
and  type  analysis  schedule <>  When  report  is  returned  from, 
checkers 9 make  corrections  and  retypes,  if  any 9 and  prepare 
for  Deputies o When  report  is  returned  from  Deputies,  prepare 
and  send  copy  to  bank  and  to  Federal  Reserve  Bank  (if  a member) 
Send  office  copy  to  files  and  copies  to  Chief  Examiner  for  his 
file  So  Keep  record  of  the  above  transactions 0 
Type  reports  occasionally  and  other  small  duties 

Technical  Staff  Education  and  Experience  Information 

The  personnel  files  in  the  Harrisburg  office  did  not  contain  education 
and  experience  information  for  all  of  the  technical  staff  similar  to  that  which 
was  available  for  the  examining  staff,  but  in  those  cases  where  it  was  avail- 
able, it  was  noted  the  present  experience  factor  is  primarily  the  result  of  the 
average  length  of  service  which  is  twenty  (20)  years 0 
Accounting  and  Budget  Division 

This  division  is  responsible  for  maintaining  all  accounting  records  of  the 
Department 5 including  the  Pennsylvania  Securities  Commission,  and  for  the  prepar- 
ation of  financial  report So  Until  1919  the  Department  operated  under  appropria- 
tions and  all  revenues  it  collected  were  credited  to  the  General  Fundo  Under 
the  Act  of  1919  the  Department  was  put  on  a self -substaining  basis,  except  the 
Building  and  Loan  Bureau,  which  became  self-sustaining  in  1933°  All  revenue 
is  now  credited  to  a fund  known  as  the  '’Banking  fund"  and  all  expenses  of  the 
Department  are  charged  thereto,  except-  in  the  case  of  the  Pennsylvania  Securities 
Commissiono  Revenue  of  the  Securities  Commission  is  credited  to  the  Common- 
wealth’s General  Fund,  from  which  it  receives  an  appropriation  to  meet  operating 
expenses o 

In  order  to  assure  that  operations  are  on  a self-sustaining  basis,  the 
accounting  records  are  kept  on  both  a cash  and  an  accrual  basis,  and  all  revenues 
and  expenditures  are  credited  or  charged  to  the  various  functions  performed  by 
th©  Department o 
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Bills  in  lump  sum  are  prepared  to  cover  cost  of  examinations  (salary  and 
traveling  expense  of  examiners)  and  rendered  to  each  banking  institution, 
building  and  loan  associations,  credit  unions,  small  loan  company „ consumer 
discount,  company  and  pawnbroker  examined,,  In  additions,  banking  institutions t 
building  and  loan  associations  and  credit  unions  are  also  billed  in  lump 
sum  annually  for  overhead  charges  applicable  to  each  group „ (See  Tables  !„ 

2 and  3 ) ° 

All  revenues  collected  by  the  Department  are  accounted  for  by  this 
division  and  transmitted  to  the  Department  of  Revenues,  and  it  prepares  all 
requisitions  for  the  payment  of  payrolls  and  other  expenses  required  to 
operate  the  Departments  The  accounts  of  the  Department  are  audited  annually 
by  the  Auditor  General „ 

As  the  division  provides  accounting  services  for  all  bureaus  and  divisions 
in  the  Department  9 including  the  Securities  Commission,  the  salaries  are  allo- 
cated to  the  several  functions  on  the  basis  shown  in  Tables  1,2  and  3° 

Reports  & Statistics  Division 

All  bank  examination  reports;,  when  received  from  the  Chief  Examiners „ are 
analyzed  and  verified  as  to  correctness  and  completeness  by  this  division 
before  they  are  reviewed  by  Deputies „ 

After  the  examination  reports  have  been  approved  by  the  Deputies;,  final 
copies  are  prepared  and  sent  to  the  bank  examined,  the  Federal  Reserve  Bank  (if 
a member)  » the  Chief  Examiner  and  one  copy  is  retained  in  the  files,, 

Quarterly  reports  of  condition  and  semi-annual  reports  of  earnings  and 
expenses  are  obtained  from  all  banks,  from  which  statistics  are  compiled  for 
use  of  State.  Federal  and  independent  banicing  agencies,,  In  addition,  the 
Division  is  responsible  for  obtaining  and  maintaining  Directors*  examination 
reports;  oaths  and  rosters  of  directors  and  officers  of  all  banking  institu- 
tions;  dividend  reports;  securities  pledged  by  private  banks  and  deposited 
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with  the  State  Treasurer,, 

The  salaries  of  all  employes  are  included  in  overhead  expenses  and  charged 
to  banking  institutions  onlye 
Stenographic  £ Clerical  Division 

The  five  employees  which  make  up  the  stenographic  force  included  in  this 
Division  provide  secretarial  services  to  the  Deputy  Secretaries  of  Banking, 
the  Comptrollers  and  the  Chief  Supervisor  of  Report s«  The  duties  which  they 
perform  are  related  directly  to  the  banking  functions  arid  their  salaries 
are  charged  to  overhead  for  banking  institutions „ 

The  clerical  forc@9  consisting  of  six  employees , performs  services 
affecting  all  divisions  of  the  Departments  such  as  handling  all  outgoing  and 
incoming  mail,  telephone  service,  general  filings  operation  of  addressograph, 
graphotype  and  mimeograph  machines,  and  janitorial  services „ Consequently, 
their  salaries  are  properly  chargeable  to  the  overhead  costs  of  the  several 
functions,.  The  basis  on  which  allocation  of  the  salaries  of  these  employes 
is  presently  made  is  shown  in  Tables  1,  2 and  3° 

Since  time  did  not  permit  making  a detailed  functional  analysis  of  the 
23  positions  we  are  not  in  a position  to  state  to  what  extent  any  of  these 
three  divisions  of  the  Executive  Bureau  may  be  overstaffed  or  understaffed  * 
Files  and  Records 

We  are  of  the  opinion  that  the  method  used  by  the  Department  in  filing 
current  files  and  records,  which  are  contained  in  metal  file  cabinets  and 
docket  files  on  the  fourth  floor,  is  good. 

With  respect  to  the  files  and  records  of  the  Bank  Examination  and 
Building  & Loan  offices  in  Philadelphia  and  Pittsburgh,  it  would  appear  that 
a uniform  policy  is  not  being  followed  regarding  their  retention  and  dis- 
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position 


A quick  inspection  was  made  of  the  considerable  quantity  of  inactive  and 
closed  files  and  records  of  the  Department  which  axe  stored  in  the  loft  (pent- 
house) of  the  Education  Building.,  and  contained  in  metal  file  cabinets  and 
docket  files,  transfer  files  and  on  steel  shelving,, 

We  are  not  making  any  recommendations  in  connection  with  these  matters 9 
since  a horizontal  survey  is  being  made  of  the  entire  situation  with  respect 
to  the  retentions  preservations  disposition  and  microfilming  of  files  and 
re cords „ 

The  policy  and  plans  of  the  Department  for  retention  and  destruction 
of  departmental  records  have  been  stated  to  be  as  follows: 

"Section  524  of  the  Administrative  Code  provides  a method 
whereby  records  (correspondence 3 reports  and  other  papers)  no 
longer  useful  in  the  transaction  of  current  or  anticipated  future 
work  may  be  destroyed..  This  involves  obtaining  the  approval  of 
the  Executive  Board  after  the  Pennsylvania  Historical  and  Museum 
Commission  have  given  their  prior  approval 0 

Section  525  of  the  same  Code  provides  for  microfilming  such 
records.,  In  connection  with  the  above  mentioned  section  Act  Nopl87 
approved  line  5?  1947 » L«  4079  is  also  applicable „ 

Several  years  ago  the  filing  of  records  and  their  storage  became 
quite  a problem  and  steps  were  taken  to  establish  a program  of  record 
preservation  and/or  destruction o Under  the  provisions  of  the  above 
cited  sections » the  microfilming  and  destruction  schedules  are  as  follows 

Correspondence  files  and  examination  reports  involving  banking 
institutions  were  microfilmed  for  the  years  1933  to  1944  inclusive „ 
and  these  records  were  destroyed 0 

The  same  material  for  the  years  1945  to  50  was  retained,.  When 
this  material  becomes  eight  years  old  it  will  be  microfilmed  and 
destroyed » That  schedule  is  now  in  effect  with  respect  to  the  above 
mentioned  1 terns 0 

All  our  payroll  records  are  microfilmed  in  their  sixth  year  after 
which  they  are  destroys do  We  have  our  payroll  records  microfilmed 

for  the  years  1922  to  1946  inclusive,, 

Building  and  loan  correspondence  and  examination  reports  are  not 
being  microfilmed  presently  but  a plan  of  destruction  has  been  establish- 
ed whereby  the  examination  reports  are  cremated  in  their  twenty-first 
year  0 


We  have  no  plan  of  destruction  for  any  of  the  records  of  our 
Consumer  Credit  Division  with  the  exception  of  the  applications  of  small 
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money  lenders  for  a period  of  years  which  were  microfilmed  and  destroyed* 

In  the  Motor  Vehicle  Sales  Finance  Division  we  have  a plan  of  destruct- 
ion of  records  which  reduces  record  maintenance  to  a minimum* 

Many  of  our  records 9 as  you  will  recalls  are  retained  in  the  Pent- 
house in  more  or  less  permanent  storage  and,  although  we  have  Executive 
Board  approval  to  destroy  a great  volume  of  this  material  we  have  not  as 
yet 9 because  of  the  great  inconvenience  and  labor  involved p attempted  to 
destroy  any  volume  of  it  0 Consideration  is  now  being  given  by  the  writer 
to  a thorough  going-over  the  Penthouse  with  the  idea  in  mind  of  cleaning 
out  much  of  the  material  and  establishing  time  tables  for  the  retention 
or  microfilming  of  the  balance* 

We  have  established  time  tables  for  the  retention  and  disposal  of 
our  current  files  of  miscellaneous  reports  and  other  papers  required  to  be 
filed  in  this  Departments  not  including;,  of  course*  the  Building  and  Loan 
Bureau  or  the  Consumer  Credit  Division* 

The  important  problem  of  record  retention  and  destruction  has  been 
receiving  our  careful  attention  and  we  have  great  hopes  for  its  eventual 
solution*  l! 


Allocation  of  Overhead  Expenses 

The  expenses  of  the  Department  of  Banking  are  divided  into  two  main  categories, 
namely,  those  involving  salaries  of  examiners  and  their  traveling  expenses  which  are 
charged  and  billed  to  the  institutions  examined,  except  in  the  case  of  motor 
vehicle  sales  finance  companies 9 installment  sellers,  and  collector-repossessors ; 
and  those  charged  to  overhead  or  supervision  costs  of  the  various  functions* 

In  the  case  of  banking  institutions 9 building  and  loan  associations9  and 
credit  unions  the  charges  for  overhead  are  billed  on  an  annual  basis 9 as  of  May  31° 
With  respect  to  the  other  functions,  such  charges  are  covered  by  the  revenues 
from  license  fees* 

The  present  basis  for  allocating  overhead  and  supervision  costs  to  the  various 
divisions  is  shown  in  Tables  1=3*  However 9 institutions  are  presently  billed  for 
overhead  costs  on  the  basis  of  a graduated  rate  of  charges  applied  to  the  assets 
of  each  institution s as  follows i 
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1952  OVERHEAD 


COMMERCIAL  DEPARTMENT  «=  TOTAL  ASSETS 


$5„00  for  eaeh  100  thousand  to  2 million 
4o00  for  each  100  thousand  to  5 million 
3o00  for  each  100  thousand  to  10  million 
2oOQ  for  each  100  thousand  over  10  million 


TRUST  DEPARTMENT  = TOTAL  ASSETS  (Individual  Trusts'* 


$5oQ0 

for 

e&©h 

100 

thousand 

to 

i 

million 

4„oo 

for 

each 

100 

thousand 

to 

3 

million 

3o00 

for 

eaeh 

100 

thousand 

to 

? 

million 

Loo 

for 

eaeh 

100 

thousand 

to 

1C 

) million 

ioQQ 

for 

eaeh 

100 

thousand 

t© 

50  million 

°75 

for 

eash 

100 

thousand 

over 

50  million 

B & L ASSOCIATIONS 


$35<>OQ  for  the  first  100  thousand 

5oQQ  additional  for  each  100  thousand  to  ^s999p9 99° 
4oQ0  additional  for  eash  100  thousand  te  2g993ls>9(9% 
3o00  additional  for  each  100  thousand  t©  3f>9?9s>999 o 
2o00  additional  for  eaeh  100  thousand  t®  ^p999p999 « 
loOO  additional  for  each  100  thousand  ever  ^gOOOgOOOc 
25oOO  for  associations  in  liquidation 


CREDIT  UNIONS 


I 35  00  for  the  first  100  thousand 

5„Q0  for  each  100  thousand  t©  2 million 
4 <,00  for  each  100  thousand  to  5 million 
3o00  for  each  100  thousand  te  10  million 
2oQ0  for  each  100  thousand  over  10  million 


In  February  of  each  year  the  Department  estimates  what  the  overhead  costs 
will  be  for  the  current  fiscal  year,  predicated  on  9 months  actual  and  3 months 
estimated  expenditures „ From,  the  rates  presently  in  effect  it.  can  determine  what 
will  be  received,,  If  the  revenue  produced  is  substantially  in  excess  of  require- 
ments, as  was  the  case  for  several  years  during  World  War  II,  a percentage  discount 
is  allowed  to  bring  receipts  into  line  with  estimated  requirements „ Conversely,  if 
the  scale  of  charges  would  not  produce  an  amount  sufficient  to  cover  overhead  costs, 
the  amounts  billed  could  be  adjusted  upwards  on  a similar  basis0  However,  if  the 
revenue  produced  by  the  scale  of  rates  is  substantially  out  of  line  with  require- 
ments for  a number  of  years,  the  scale  is  then  revised „ 

It  should  be  pointed  out  her©  that  the  allocation  of  overhead  is  on  a logical 
use  basis  from  past  experience,  and  is  not  determined  from  cost  accounting  records,, 


The  Department  does?  however?  maintain  its  books  on  an  accrual  basis?  as  well 


as  a cash  basis?  in  order  that  it  may  determine  that  each  function  is  on  a self- 
sustaining  basis. 

As  shewn  in  Table  1?  receipts  from  institutions  billed  for  overhead  generally- 
covered  such  costs  on  a cash  basis  for  the  five  years  ending  May  ? 1952 o Table  4 
sets  forth  the  revenues  and  expenses  of  each  function  on  an  accrual  basis  for  the 
five  year  period  from  June  1?  194/  to  May  31B  1952c 

While  the  Department  is  so  organized  that  salary  costs  for  the  most  part 
can  be  readily  identified  as  to  the  function  to  be  charged?  certain  positions 
relate  to  all  divisions  of  the  Departmento  The  basis  on  which  such  salaries  are 
presently  allocated  is  shown  in  Table  2. 

As  time  did  not  permit  us  to  make  a detailed  functional  analysis  of  the 
operations  of  the  Department?  it  would  appear  from  the  partial  analysis  we  were 
able  to  make  that  the  present  basis  for  allocating  overhead  is  fair  and 
equitable o 

A survey  of  state  bank  supervision  made  in  1949?  by  the  State  Bank 
Division  of  the  American  Bankers  Association?  disclosed  that  the  departments 
of  banking  of  the  various  States  were  financed  as  follows; 


By  charging  examination  costs  and  overhead  to  the 
institutions  under  supervision*. ........... ....o . 


9ooc0eaooo©o®ooooo« 


12  States 


By  charging  examination  costs  only  to  the  insti~ 
tutxons  under  supervision  and  by  legislative 
appropriation  to  cover  overhead?. . ... .......... . 


pOOOOOOOOOOOOC'OOOO 


14  States 


By  legislative  appropriation 


j>ooooooooooooooooo  ooo 


22  States 


Total 


48 


RECOMMENDATIONS 


In  order  to  avoid  possible  misunderstanding  as  to  the  manner  in  which 


The  Department  of  Banking  operates?  and  the  basis  on  which  institutions  are 
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billed,  for  direct  examination  and  overhead  costs9  it  is  recommended » as  a logical 


procedure 9 that; 

1.  Bills  for  direct  examination  costs  be  itemized  to  show; 

Salaries  of  examiners;;  x men  x days  $ 

Transportation  {rail9bus9  personal  auto s 

taxicab 9 airplane)  $ 

Lodging  and  subsistence  $ 

Miscellaneous  $ 


2o  Bills  for  overhead  costs  be  supplemented  with  information  as  to  how 
such  charges  are  made  up„  If  this  method  is  not  used  it  could  be 

covered  as  a part  of  a digested  annual  report  of  the  Department 
containing  meaningful  information  and  data  as  to  its  operation. 

The  idea  would  be  to  have  such  report  sent  to  all  institutions 
and  licensees  under  the  jurisdiction  of  the  Department 0 
3o  In  order  to  determine  whether  or  not  the  present  method  of  allocating 
overhead  costs  is  equitable , consideration  be  given  by  the  Department 
to  keeping  such  costs  on  an  actual  basis  for  a period  of  a yearc  In 
this  way  it  will  be  possible  to  determine  whether  the  present  method 
is  sufficiently  accurate  and  satisfactory,,  T.he  results  of  such 
comparison  could  be  incorporated  in  the  suggested  annual  reports  if 
one  is  to  be  issued,, 

(Note;  Two  Banking  members  of  the  Task  Force  expressed  the  opinion 
that  these  are  matters  of  public  relations  and  should  be  handled 
by  the  Department  in  whatever  manner  is  deemed  advisable D) 
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Part  3 

BAM  EXAMINATION  BUREAU 


As  of  September  15,  1952,  this  Bureau,  comprising  the  three  district  offices 
located  in  Harrisburg,  Philadelphia  and  Pittsburgh,  each  under  the  direction  : f 
a Deputy  Secretary  and  in  charge  of  a Chief  Examiner,  was  staffed  as  follows t 

Monthly  Salary- 

Number  Payroll  Title  Rate  Monthly  Annual 

Philadelphia  District 
Bank  Examination 


1 

Chief  Bank  Examiner 

$729 o 00 

$729 o 00 

$8, 748c 00 

1 

Chief  Bank  Examiner 

632c 50 

632c 50 

7,590o00 

4 

Special  Examiners 

557oOO 

2, 228o 00 

26,736c Q0 

1 

Special  Examiner 

529 „ 50 

529c 50 

6, 354.00 

1 

Prin0  Rank  Examiner 

476c 50 

476c 50 

5, 718c 00 

2 

Adir0  Bank  Examiners 

428 o 00 

856c 00 

10,272o0Q 

3 

Sre  Bank  Examiners 

412c 50 

1,237c 50 

14,850c00 

5 

5rc  Bank  Examiners 

397  o. 50 

1,987c 50 

23, 850o 00 

3 

Sic  Bank  Examiners 

383  o 00 

l,149o00 

13 , 788c 00 

1 

Examiner 

342c 50 

342c 50 

4,110c00 

1 

Examiner 

322c 50 

322c 50 

3 ,870c 00 

_23__ 

TOTAL  Examination  Force  Philac 

10,490 c 50 

125, 886c 00 

1 

Sr o Siena o Secy 

277 o 50 

277 0 50 

3,330c00 

1 

Sr,,  StenOo  Clerk 

205 o 00 

205 0 00 

2, 46O 0 00 

1 

Prino  Typist 

205c 00 

20 5 0 00 

2, 460c 00 

3 

StenOo  Typists 

188 o 50 

565.50 

6, 786c 00 

6 

TOTAL  Steno0  Force  Phila0 

1,253 o00 

15, 0360 00 

29 

TOTAL  Philadelphia  District 

11, 743 0 50 

140, 922c 00 

Harrisburg  District 

Bank  Examination 

1 

Chief  Bank  Examiner  (vacant) 



„ 

«=• 

4 

Special  Examiners 

557 o 00 

2,228c00 

26 ,736c 00 

1 

Prin0  Bank  Examiner 

476 o 50 

476 „ 50 

5, 718c 00 

1 

AdVo  Bank  Examiner 

460 c 00 

460 c 00 

5 « 520 0 00 

1 

AdVo  Bank  Examiner 

428c 00 

428c 00 

5,136.00 

1 

Sr,, . Bank  Examiner 

383 0 00 

383 0 00 

4, 596c 00 

1 

Examiner 

342 0 50 

342c 50 

4,  HOc  00 

1 

Examiner 

322c 50 

322c 50 

3, 870 0 00 

10 

TOTAL  Harrisburg  District 

4, 640 0 50 

55/86,00 

^ (Examination  Force  only) 
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Monthly 

Salary 

Number 

Payroll  Title 

Rate 

Monthly  Annual 

Pittsburgh  District 


Bank  Examination 


1 

Chief  Bank  Examiner 

$632 0 50 

$632 0 50 

$7, 590 0 00 

2 

Special  Examiners 

557 o00 

X,lX4oOQ 

13 , 368 0 00 

4 

Prin0  Bank  Examiners 

476o 50 

1, 9060 00 

22,  872 0 00 

1 

Ad Vo  Bank  Examine r 

444-0  50 

444 0 50 

5 , 334 0 00 

AdVo  Bank  Examiners 

428 0 00 

8560  00' 

10, 272 0 00 

2 

Sr,  Bank  Examiners 

397 0 50 

795 0 00 

9,540o00 

2 

Examiners 

342 0 50 

685 0 00 

8Sl220o00 

2 

Examiners 

322o50 

645 0 00 

7,740000 

16 

TOTAL  Examination  Force  - Pgh , 

> 

7, 078 0 00 

84, 9360 00 

1 

AdVo  StenOo  Secy, 

285oGO 

285 0 00 

3,420o00 

1 

JFo  Gorreso  Steno0 

179 0 50 

179 0 50 

2?154o00 

2 

TOTAL,  Steno<,  Force  - Pghc 

464 0 50 

5, 574 0 00 

18 

TOTAL  Pittsburgh  District 

7 , 542 0 50 

90, 510 0 00 

57 

GRAND  TOTAL  Bank  Examination 

Bureau 

23, 926o 50 

287 , 118 0 00 

Based  on  staff  assignments  the  percentage  of  the  total  number  of  employees  and 


the  percentage  of  total  personal  service  expenditures  of  the  Department  of  Banking 


are  as  follows s 


Harrisburg 

Philadelphia 

Pittsburgh 


% of  Total 
Personnel 


% of  Total 
Personal  Service 
Costs 


8„8$* 

23  o 2% 
lUok% 


8C8$* 
22  c 6% 

1LM 


*Does  not  include  clerical  and  stenographic  employees , all  of 
whom,  are  included  in  the  Executive  Bureau „ Does,  include  one 
(l)  AdVo  Bank  Examiner,,  50$  of  whose  time  is  charged  to 
liquidation o 


Bank  Examinations 

The  Commonwealth  is  divided  into  three  districts  for  examination  purposes „ 
Offices  are  maintained  at  Harrisburg,  Philadelphia  and  Pittsburgh 0 

The  Secretary  of  Banking  makes  his  headquarters  in  Harrisburg,  as  do  the 
three  Deputy  Secretaries,  one  of  whom  is  designated  for  each  examination  district 
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to  review  reports  of  examinations  of  the  State  banking  institutions  of  that  dis- 
trict and  to  write  such  disciplinary  letters  as  may  be  required t Also  all  appli- 
cations for  new  bank  charters,  new  or  relocated  branches,  embezzlements  etc0  are 
referred  to  the  appropriate  district  offices  for  investigation  and  report c 
Definition  of  Examiner  Classifications 


In  order  to  clarify  the  examiner  classifications  shown  in  the  preceding 
schedules,  the  Comptroller  provided  the  following  information0 
Chief  Bank  Examiner 

Supervise  the  examination  of  banking  institutions 
Analyze  and  approve  final  report  of  each  examination  and 
review  recommendations  made 

Be  responsible  for  all  personnel  in  district  office 
Conduct  investigations  of  branch  bank  applications 
Hold  conferences  with  officials  of  hanking  institutions 

Special  Bank  Examiner 

Take  charge  of  examination  of  any  size  banking  institution 
Analyze  most  involved  credits 

Prepare  report  of  examination,  summarize  data  and 
condition  of  institution 

Act  as  temporary  special  deputy  for  the  Secretary  of  Banking 
Make  special  investigations 

Make  information  in  connection  with  criminal  offenses  of 
bank  officers  and  employees 

Principal  Bank  Examiner 

Take  charge  of  examinations  of  medium  size  institutions 
Analyze  credits 

Prepare  reports  of  examinations,  summarize  data  and 
condition  of  institutions 

Assist  special  examiners  by  taking  charge  of  most  important 
departments  of  the  institution 

Make  special  investigations  of  lesser  importance 

Make  information  in  connection  with  criminal  offenses  of 

bank  officers  and  employees 

Advanced  Bank  Examiner 


Take  charge  of  examinations  of  small  size  institutions 
Analyze  credits 

Prepare  reports  of  examination,  summarize  data  and 
condition  of  institution 
Assist  principal  examiners 
Take  charge  of  departments 
Verify  investments  and  cash 


' 

Reconcile  due  to  and  due  from  banks 
Investigate  accounting  system  and  management 
Investigate  miscellaneous  assets  and  liabilities 
Make  special  investigations  of  lesser  importance 

Senior  Bank  Examiner 

Take  charge  of  examinations  of  smaller  institutions 
Analyze  credits 

Prepare  reports  of  examinations,  summarize  data  and 
condition  of  institutions 
Assist  higher  grade  examiners  to: 

Take  charge  of  less  important  departments 
Check  collateral 
Count  cash 

Prepare  data  for  schedules 
Reconcile  inactive  bank  accounts 
Handle  routine  investigations 

Bank  Examiner 


Assist  senior,  advanced  and  principal  examiners 

Take  charge  of  minor  and  routine  functional  units  of 
bank  departments 
Verify  investments  and  cash 
Reconcile  due  to  and  due  from  banks 
Investigate  miscellaneous  assets  and  liabilities 
Investigate  accounting  system  and  management 
Make  special  investigations  of  lesser  importance  for  the 
Secretary  of  Banking 

Make  information  in  connection  with  criminal  offenses  of 
bank  officers  and  employees 

An  Advanced  Bank  Examiner  on  special  duty 

Time 

50$  Banking  Department 

Assist  Chief  Examiner  Harrisburg,  by  preparing  examination 
reports,  work  papers,  and  forms  for  each  examination*  Check 
the  reports  of  these  examinations  for  errors  or  omissions, 
file  the  reports,  work  papers,  forms  and  correspondence. 

Keep  sufficient  supplies  on  hand  for  the  examiners, 

50$  Closed  banks  and  building  and  loan  associations 

Present  to  the  Secretary  of  Banking  all  complaints  in  action 
to  quit  titles,  petitions  for  approval  of  compromise  of 
mortgage  or  judgment  liens  and  certificates  of  possession  for 
these  assets,  when  necessary,  also  assignments  of  mortgages 
or  judgments  of  record.  Search  the  records  of  liquidation 
in  connection  with  each  item. 

Keep  all  files  and  records,  bank  accounts,  post  ledgers  and 
prepare  checks. 

Search  records  of  liquidation  in  connection  with  each  request 
concerning  accounts  in  closed  institutions,  and  when  necessary 
prepare  and  file  forms  of  claim  with  the  Bureau  of  Escheats, 
for  unclaimed  liquidating  dividends. 
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Examiner  Education  and  Experience  Information 

From  the  personnel  files  in  the  Harrisburg  office  such  record  of  educational 
background  as  was  available  was  transcribed  and  reviewed „ The  available  records 
disclose  that,,  while  there,  is  no  stated  requirement  as  to  a minimum  of  education 
for  a candidate  for  a position  as  bank  examiner;,  in  general  the  records  show  to  a 
varying  but  fair  degree 9 sufficient  scholastic  background  to  warrant  the  employ- 
ment  of  those  men  who  are  now  examiners „ 

The  prior  experience  records  reviewed  listed  also  sufficient  contact  with 
business  and  banking  to  warrant  assumption  that  the  then  candidates  could  be 
trained  in  bank  examination  work  without  too  long  a period  of  basic  training. 

It  is  in  order  to  point  out  that  a candidate  must  be  politically  sponsored. 
However 9 the  Department  requires  the  candidate  to  take  and  pass  a well  devised 
written  examination  of  135  questions s in  four  parts s vizs  general;  arithmetic, 
business  and  commerce;  logic;  and  banking  practices  and  procedures „ The  Depart- 
ment advised  that  there  have  been  some  instances  where  it  has  been  required  to 
employ  a candidate  who  failed  to  pass  the  written  examination  referred  to,  upon 
the  insistence  of  political  sponsors 0 

A review  of  the  examining  staff  discloses  in  general  the  need  for  attract- 
ing younger  men.  The  average  years  of  service  is  as  follows: 


3 Chief  Bank  Examiners 
11  Special  Bank  Examiners 
6 Principal  Bank  Examiners 
6 Advanced  Bank  Examiners 
14  Senior  Bank  Examiners 
8 Bank  Examiners 
1 AdVo~Speco  Duty  Bank  Examiner 

45  ALL  EXAMINERS 


Inquiries  as  to  this  average 


age  Years 
‘ Service 

Mi 

Average 

Age 

24 

50  - 56 

52 

21 

44  - 68 

54 

10 

36  ~ 65 

54 

10 

41  - 60 

48 

H 

37  = 71 

50 

H 

26  ~ 61 

44 

28 

63 

63 

13 

2 6 =>  71 

50 

long  term  of  service 9 despite  the  factor  of 


political  sponsorship  (recent  adjustment  has  provided  considerable  improvement 
in  salary  schedules } s disclosed  the  fact  that  it  has  been  possible  to  maintain 
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this  record  of  service  and  the  concurrent  experience  factor,,  only  because  of  the 


relatively  low  salary  schedule  of  compensation  paid  in  the  field  of  banking  in  the 
Commonwealth s which  has  served  to  lessen  the  urge  for  examiners  to  accept  a posi- 
tion in  banking o 

Examinations  of  Banks,  Trust  Companies  and  Savings  Banks,  ete0 

The  schedules  of  the  Department  disclose  for  a five  year  period  the  follow- 
ing; 

Number  of  institutions  Number  of  examinations 

subject  to  examinations  __ made 

From 

6/1/47  to  5/31/48  356  306 

6/1/48  to  5/31/49  356  337 

6/1/49  to  5/31/50  352  351 

6/1/50  to  5/31/51  351  336 

6/1/51  to  5/31/52  344  322 

In  addition  to  the  usual  routine  of  examination ? we  are  advised  that  the 
examiners  of  this  division  also  examine?  for  the  Motor  Vehicle  Sales  Finance  Divi- 
sion;, all  banks  and  trust  companies  which  have  been  especially  licensed  as  sales 
finance  companies D There  were  130  such  examinations  made  in  the  year  ending 
September  30s  1551?  and  132  in  the  year  ending  September  30?  1952 0 This  method 
is  followed  because  the  financing  of  the  sale  of  motor  vehicles  has  become  a part 
of  banking  practice?  and  bank  examiners  must?  of  necessity?  examine  such  depart- 
ments as  a part  of  their  regular  examination  procedure0  The  bank  examiners  have 
been  especially  indoctrinated  as  to  the  legal  requirements  of  the  Motor  Vehicle 
Sales  Finance  Act,  Thus  the  one  examination  amply  and  fully  meets  all  requirements 
Despite  the  amendment  to  Section  4d  of  the  Department  of  Banking  Code,  effect 
ive  March  31?  19^3?  providing  that  the  department  shall  net  be  re juired  tc  make 
examinations  more  than  once  every  two  years?  the  above  schedule  discloses  a good 
record. 

However,  as  this  provision  ceased  to  be  effective  as  of  October  28 , 1952? 
and  because  of  an  increase  in  volume  of  work  necessitated  by  the  large  expansion 
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in  banking  services , we  are  advised  there  is  need  for  six  (b.)  additional  examiners 
to  bring  the  examiner  complement  up  to  a sufficient  number  to  assure  examination 
of  all  institutions  annually 0 
Joint  Examinations 

State  banks  and  trust  companies  are  either  members  of  the  Federal  Reserve 
System  (and  subject  to  examination  by  the  Department  of  Banking  and  the  examiners 
of  the  Federal  Reserve  Bank  of  the  reserve  district  wherein  they  are  located)  or 
are  non-members.,  In  the  latter  instance , as  most  banks  in  the  Commonwealth  are 
insured  as  to  deposits  by  the  Federal  Deposit  Insurance  Corporation,  such  insured 
non-member  banks  are  subject  to  examination  by  the  Department  of  Banking  and  by 
the  examiners  of  the  Federal  Deposit  Insurance  Corporation.,  Of  the  3^  insti- 
tutions s only  17  (of  which  9 are  private  banks  and  2 are  employees*  mutual 
banking  institutions),  are  not  members  of  the  Federal  Reserve  System  or  insured 
by  the  Federal  Deposit  Insurance  Corporation., 

Though  both  the  Federal  Reserve  System  and  the  Federal  Deposit  Insurance 
Corporation  have  the  right-  to  make  separate  examinations,  for  the  most  part,  their 
examiners  and  those  of  the  Department  of  Banking  make  examinations  jointly. 

The  Department  reported  that,  for  the  period  from  June  1,  1951  to  May  31s 
1952 , of  the  examinations  which  could  have  been  jointly  made,  89  were  made 
independently.  The  Deputies  believe  this  to  be  an  unusually  large  number,  and 
was  caused  by  requirements  of  examiners'  time  to  cover  merger  applications, 
liquidations,  embezzlements,  etc.  Usually  only  about  10  to  15  percent  of  all 
possible  joint  examinations  are  made  on  an  independent  basis.  This  is  caused  by 
reason  of  the  examination  of  the  very  large  State  member -banks , which  require  the 
services  of  all  the  State  and  Federal  Reserve  Bank  examiners  for  a fairly  long 
period.  In  such  instances  the  Federal  Deposit  Insurance  Corporation  examiners 
will  make  certain  examinations  independently.  State  examiners  must  then  later 


also  make  independent  examinations  of  such  institutions 


We  were  also  advised  (and  this  was  corroborated  during  visits  made  to  State 
banks , trust  companies  and  savings  banks,  as  shown  later  in  this  report)  that,  m 
general,  except  for  some  duplication  of  work  on  loan  appraisals,  valuation  of  in- 
vestments, and  earnings  expense  and  dividend  reports,  the  State  and  Federal  agency 
examiners  cooperate  fully  to  avoid  overlapping  of  effort 0 It  is  appropriate  here 
to  mention  the  Federal  agencies  do  not  make  charges  for  their  part  of  joint  examin- 
ations, and  to  the  extent  their  examiners  are  of  assistance  to  State  examiners, 
the  direct  cost  of  examination  made  by  the  Department  of  Banking  is  thereby  reduced. 
We  were  further  advised  (corroboration  by  Federal  Agency  Chief  Examiners)  the 
Department  of  Banking  has  the  responsibility  for  initiating  the  time  of  examina- 
tions, but  that  actually  they  are  arrived  at  by  joint  agreement,  based  also  on 
when  sufficient  examiners  will  be  available  for  a given  examination 

Once  the  examination  is  under  way,  the  examiners  in  charge  (State  and 
Federal  Agencies)  make  their  own  designations  and,  as  corroborated  by  visits  to 
bankers  =■■=  discussed  later  there  is  most  satisfactory  cooperation  and  com- 
paratively little  overlapping  of  procedure,,  When  either  group  finishes  its 
requirement  as  to  the  completion  of  the  examination,  we  are  advised  it  does  not 
wait  for  the  other  group  to  finish „ In  all  instances  this  is,  of  course,  when 
all  further  purpose  of  joint  procedure  can  no  longer  be  served „ Except  for  one 
bank  in  McKean  County  and  two  in  Clearfield  County  (all  three  members  of  the 
Federal  Reserve  System)  joint  examination  of  Federal  Reserve  members  in  the 
Pittsburgh  examination  area  are  made  with  examiners  from  the  Federal  Reserve  Bank 
of  Cleveland,  while  all  other  member  banks  in  Pennsylvania  are  subject  to  joint 
examination  with  examiners  of  the  Federal  Reserve  Bank  of  Philadelphia 0 The 
examination  districts  of  the  F.DoLCo  (headquartering  m Columbus,  Ohio)  conform 
to  the  examination  districts  of  the  Pennsylvania  Department  of  Banking  * Each 
examination  district  of  the  FoDdoCo  has  a supervisory  examiner  in  charge,  who 
works  out  examination  schedules  with  the  Chief  Bank  Examiner  of  each  examination 


district  of  the  Department  of  Banking, 


■ 


State  Examination  Districts 


We  discussed  the  efficacy  of  the  division  of  the  Commonwealth  into  the  present 
three  districts  and  the  Deputies  and  the  Chief  Bank  Examiner  of  the  Philadelphia 
District  xvere  able  to  demonstrate  to  our  satisfaction  the  value  and  need  of  the 
present  divisions 0 Since  this  study  was  started  the  vacancy  of  the  Chief  Bank 
Examiner  at  Harrisburg  has  been  filled  by  moving  the  Chief  Bank  Examiner  from 
Pittsburgh  to  Harrisburg  and  sending  one  of  the  special  examiners  from  the  Harris- 
burg district  to  be  Chief  Bank  Examiner  at  Pittsburgh. 

Contact  with  State  Banks,  Trust  Companies  and  Savings  Banks  Subject  to 
Joint  Examinations  by  the  State  Examiners  and  Those  of  Federal  Agencies 

Section  J>02  of  the  Department  of  Banking  Code  prohibits  the  publication  or 

divulging  of  any  information  contained  in  or  ascertained  from  any  examination  or 

investigation  made  by  the  Department.  This  source  of  information  as  to  the  scope 

and  quality  of  examinations  was  not  available  to  the  Task  Force  Committee  and 

Research  Staff „ 

In  order  to  obtain  the  reaction  of  bank  management  in  general  as  to  the 
scope  and  effectiveness  of  examinations  by  examiners  of  the  Department  of  Banking, 
large „ medium-size  and  smaller  banks  were  visited  in  the  Philadelphia , Pittsburgh 
and  Harrisburg  areas  which  included  twenty-two  (22)  commercial  banks  and  trust 
companies  and  four  [A-]  of  the  mutual  savings  banks.  In  addition,  eight  (8)  banks 
and  trust  companies  in  the  northern  tier  of  the  State  were  contacted. 

While  the  approach  differed  somewhat  in  general,  basically  the  following  in- 
formation resulted ; 

A.  Scope  and  quality  of  examination.  Generally  there  was  complete  agree- 
ment that  both  the  scope  and  quality  of  examinations  presently  being  con- 
ducted were  of  a character  of  which  the  officials  of  the  banks  were 
satisfiedo  The  feeling  was  uniformly  expressed  that  the  scope  and  quality 
of  examinations  had  been  greatly  improved  over  the  past  fifteen  to  eighteen 
years,  so  that  managements  were  in  accord  that  their  cost  was  amply 
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justified  and  the  examinations  of  great  value,  even  in  the  instances  where 
effective  audit  control,  within  some  of  the  institutions  visited,  was  in 
operation. 

There  was  some  expression  of  opinion  that  the  Federal  agency  examiners 
tended  to  emphasize  management  factors  and  trust  administration  to  a greater 
degree  than  is  done  by  State  examiners.  But  these  opinions  were  stated  with 
due  realization  that  State  examiners  are  charged  with  a more  detailed  over- 
all examination  in  the  direction  of  the  protection  of  the  funds  of  the 
general  public  entrusted  to  a given  bank,  while  the  interest  of  the  Federal 
agency  examiners  lay  in  the  direction  of  liability  for  deposit  insurance 
coverage  or,  as  to  Reserve  Bank  examiners,  maintenance  of  quality  of 
management  of  the  banking  system  as  a whole. 

In  several  instances  suggestions  were  made  which  are  more  fully  dis- 
cussed under  paragraph  D of  this  section. 

Bo  Comparative  quality  of  examiners.  Reaction  was  general  that  so  far  as 
the  top  examiners  are  concerned,  State  bank  examiners  compare  favorably 
with  those  of  the  Federal  Reserve  Banks  and  the  F.D.I.C.  As  to  other 
examiners,  some  opinions  were  expressed  in  favor  of  the  Federal  agency 
examiners,  this  being  ascribed  to  the  somewhat  higher  compensation  paid 
these  men.  But  for  the  most  part  management  expressed  satisfaction  as  to 
the  general  quality  and  efficiency  of  all  examiners,  State  and  Federal. 

C.  Overlapping  of  effort  in  joint  examinations.  There  was  unanimity  of 
opinion  expressed  as  to  this,  to  the  effect  that  State  and  Federal  agency 
examiners  work  in  such  close  harmony  that,  except  for  the  men  in  charge 
with  thorn  the  results  of  the  examination  are  discussed,  management  cannot 
tell  them  apart.  There  was  a general  understanding  that  while  necessary 
duplication  exists  as  to  appraisals  on  loans,  listing  of  investments, 
analysis  of  earnings,  expenses,  dividends,  etc.,  for  the  most  part  other- 
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wise  the  State  and  Federal  examiners  cooperate  so  closely  that  the  result- 
ant examinations  are  considered  entirely  satisfactory,  with  no  lost  motion 
apparent . 

Do  Suggestions „ An  opportunity  was  provided  for  bank  management  to  make 
such  suggestions  as  were  felt  might  reduce  time  required  to  complete  exam- 
inations and/or  to  increase  their  effectiveness.  The  following  resulted: 

1.  Examination  of  mortgage  papers  on  loans  made  prior  to  previous 

examinations . It  was  felt  that,  where  there  is  reasonable  audit  control 
within  the  institution  or  where  there  is  a system  of  verification  of 
mortgage  loans,  it  should  be  necessary  only  to  check  out  old  exceptions, 
post  mortgage  cards  carried  by  the  examiners,  and  test-check  older  loan 
papers,  thereby  saving  considerable  time  now  expended  in  re-examining 
all  such  older  mortgage  papers.  Of  course,  all  mortgages  made  since 
the  previous  examination  would  be  subject  to  complete  check,  with  new 
cards  added  to  complete  records  of  the  examiners.  (Note : The  Depart- 

ment of  Banking  advises  that  examiners  in  charge  of  examinations  have 
been  granted  leeway  in  deciding  the  extent  to  which  the  checking  of  all 
papers  may  be  necessary.  Perhaps  some  further  follow-up  on  this  matter 
at  examiner  conferences  would  be  helpful  in  saving  time  and  examination 
costs „ ) 

2.  Listing  all  collateral  loans  in  detail.  At  present  all  collateral 

loans  - whether  or  not  secured  by  stock  exchange  collateral  - are 
copied  in  detail.  Naturally,  where  a loan  is  under-margined  or  when 
the  collateral  is  not  readily  marketable  and  a further  check  of  valua- 
tion is  necessary,  listing  should  be  made  for  further  reference  - but 
much  time  could  be  saved  if  loans  obviously  satisfactorily  secured  were 
not  copied  in  detail.  (Note : The  Department  of  Banking  believes  there 

is  need  to  have  complete  copies  of  all  collateral  loan  records  for 
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further  reclassification  because  of  various  codes  and  regulations  and  because 


examiners  may  need  to  refer  to  these  records  when  completing  reports  at  the 
office.,  It  is  suggested  that  most  of  this  work  on  loans  secured  by  readily 
marketable  collateral  could  be  done  satisfactorily  at  the  bank  if  men  were 
trained  in  requirements  of  regulations,  etc.  Naturally  the  time  required 
to  hold  collateral  records  under  control  might  be  affected  adversely,  but 
the  opinion  was  expressed  that  it  takes  more  time  to  copy  than  to  check  for 
violations. ) 

3o  Run  off  of  all  depositors  ledgers.  Opinion  was  expressed  that  complete 
listing  of  all  ledgers  proves  little  where  there  is  not  verification  of 
balances--and  that  by  such  running  of  tapes  there  is  a responsibility  incurred 
which  is  not  met  by  the  taking  of  a mere  proof.  (Note;  This  is  controversial, 
of  course,  for  it  is  recognized  that  many  defalcations  involve  depositors 
ledgers.  Although  S ecti on  4 01  of  the  Department  of  Banking  Code  does  not 
specify  liabilities  shall  be  proven,  the  Department  believes  that  more  than  a 
run-off  proof  is  accomplished  if  the  examiner  also  scans  the  ledger  sheets  and 
that  there  is  also  a deterrent  to  manipulation  if  the  staff  of  the  bank  knows 
the  ledgers  will  be  subject  to  proof.  The  suggestion  is,  therefore,  included 
but  with  a full  realization  that  there  is  a fair  question  as  to  whether  any 
time  saved  would  be  justified.  Where  the  Department  has  agreed  (as  provided 
in  Section  507C  of  the  Banking  Code  as  to  Directors  or  Trustees  examinations) 
to  accept  a certificate  by  an  auditor  or  comptroller  of  an  institution  em- 
ploying a continuous  audit  control, or  similar  system,  in  lieu  of  such  an 
examination,  discretion  could  well  be  given  to  the  Chief  Examiner  of  the 
District  as  to  whether  a run-off  of  ledgers  should  or  should  not  be  made. 

Also,  as  far  as  the  savings  banks  are  concerned,  it  seems  they  are  very  much 
interested  in  having  the  simultaneous  run-off  taken  by  the  examiners.) 
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Directors  or  trustees  examinati ons . Suggestion  was  made  that  Section 


507  of  the  Banking  Code  be  amended  to  provide  more  specifically  what 
such  examination  should  cover,  either  by  the  board  or  for  the  board  by 
outside  accountants o The  comment  was  made  that  often  to  cut  the  cost  of 
such  examinations,  factors  such  as  verification,  are  reduced  or  eliminated 
to  the  detriment  of  the  purpose  and  value  of  the  examination.  (Note  A: 

This  could  well  be  considered  an  attempt  to  manage  by  law  or  regulation. 

As  an  aid  to  supervision,  a sound  examination  by  directors  or  outside 
accountants  is  of  value,  but  the  line  of  demarcation  between  good  manage- 
ment by  knowledge  and  efficiency  versus  by  law  or  regulation  requires 
careful  consideration.)  (Note  B;  The  Banking  members  of  the  Task  Force 
stated  this  matter  deserves  careful  consideration  but  are  not  prepared 
to  make  any  specific  recommendations  at  this  time.) 

The  Need  for  a Well  Organized  and  Effective  State  Banking  Department,  Adequately 
Manned,  with  an  Examining  Staff  of  Continuing  and  Increasing  Efficiency. 

The  importance  of  the  stressing,  by  the  Secretary  and  Deputies  of  the  Depart- 
ment, of  the  need  for  attracting  younger  men  to  the  field  of  bank  examination  as  a 
career,  is  fully  recognized. 

The  Pennsylvania  Bankers  Association  has  also  stressed  the  need  for  the 
elimination  of  political  factors  insofar  as  the  Department  and  its  deputies  and 
examiners  are  concerned,  and  the  need  for  placing  the  examining  staff  on  a career 
basis  o 

Management  of  the  banks  visited,  as  stated  earlier  in  this  report,  was  also 
uniformly  in  favor  of  whatever  steps  may  be  necessary  to  achieve  the  adoption 
of  a satisfactory  merit  system  so  that  the  position  of  State  bank  examiner  shall 
be  eliminated  from  the  need  for  political  sponsoring  or  other  political  require- 
ments, and  placed  on  a career  basis. 
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In  addition  to  these  favorable  influences  it  is  well  to  point  out  another 
factor  considered  by  many  to  be  of  even  greater  importance,,  Oar  country  has  made 
its  greatest  progress  under  a system  of  checks  and  balances  as  between  Departments 
of  the  Federal  Government  and  as  between  various  States  operating  as  a whole  in 
Federal  matters  and  maintaining  sovereignty  insofar  as  matters  pertaining  to  each 
at  ate  are  concerned,, 

It  is  well  recognized  that  one  of  the  greatest  of  weaknesses  of  the  economy 
of  any  country * as  far  as  exposure  to  subversive  elements  is  concerned,  is  to 
have  only  one  banking  system  serving  that  country,,  As  far  as  commercial  banking 
is  concerned;,  as  an  offset  to  the  above  mentioned  weakness,  the  commercial  banking 
system  of  the  UoSoA„  is  divided  roughly  into  about  6,000  national  banks  (chartered 
and  examined  by  the  Comptroller  of  the  Currency  at  Washington)  and  about  9,-000 
State  banks  and  trust  companies,  divided  among  the  48  States  and  chartered  and 
examined  by  the  State  banking  departments  of  those  States,,  It  is  known  as  and  is 
called  the  Dual  Banking  System „ 

The  American  Bankers  Association  and  many  of  the  bankers  associations  of  the 
various  States  have  duly  recognized  the  need  for  maintaining  strong  commercial 
banking  systems,  chartered  and  examined  by  the  various  States. 

In  a study  such  as  this,  while  it  is  recognized  that  under  the  laws  of 
Pennsylvania  the  Department  of  Banking  is  self-supporting,  there  still  remains 
the  need  for  making  any  recommendations  which  will  serve  to  increase  the  efficiency 
of  the  Department  and  thereby  further  strengthen  the  State  banking  system  in  the 
United  States 0 

THE  BANKING  BOARD 

Under  Section  5^1  of  the  Department  of  Banking  Code,  provision  is  made  for 
the  creation  of  a Banking  Board  (created  by  Act  of  July  2,  1935?  P-L,  525)° 

This  board  is  to  consist  of  eleven  (11)  members,  one  of  whom  is  the  Secretary  of 
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Banking,  who  acts  as  the  Chairman „ Four  (4)  members  are  appointed  by  the  Governor 
and  the  remaining  six  (6)  are  appointed  by  the  Governor  from  nomination  lists  of 
five  (5)  persons  each,  to  be  sent  to  him  by  the  Pennsylvania  Bankers  Association, 
representing  the  following  groups  of  the  Associations 
Groups  one  (1)  and  two  (2) 

Groups  three  (3),  four  (4),  five  (5)  and  six  (6) 

Groups  seven  (/)  and  eight  (8) 

Terms  of  office  of  members  are  for  eight  (8)  years  or  until  their  successors 
have  been  appointed  and  have  qualified,.  Vacancies  occur  only  by  death,  resigna- 
tion,, or  when  a member  shall  have  been  absent , without  excuse  by  a majority  of 
attending  members „ from  six  (6)  consecutive  meetings  of  the  board 0 

No  restriction  is  placed  on  the  Governor  as  to  his  appointment  to  fill 
vacancies  which  occur  with  respect  to  the  four  (4)  members  appointed  only  by  him0 
But  if  a vacancy  occurs  of  a member  appointed  from  nominations  submitted  to  him, 
as  noted  above,  he  must  fill  such  vacancy  by  appointing  an  attorney,  officer, 
employee,  director  or  trustee  of  a corporation  or  person  subject  to  the  supervision 
of  the  Department  of  Banking  having  its  principal  place  of  business  within  the 
same  groups  of  the  P0  B0  A0  as  was  represented  by  the  list  of  nominations  from 
which  was  appointed  the  member  whose  office  became  vacant.  However,  when  nomina- 
tion lists  are  prepared  by  the  various  groups  of  the  Pennsylvania  Bankers  Associ- 
ation, they  are  not  similarly  restricted  in  their  selections  to  persons  from 
institutions  which  are  supervised  by  the  Department „ 

Since  its  inception  in  1935  (first  meeting  September  11,  1935)  the  board 
has  held  forty-five  (45)  meetings  (including  one  h6ld  October  29,  1952)  as 
follows? 
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1935  - 4 

1936  - 5 

1937  - 5 

1938  - 6 

1939  - l 

194-0  - l 
194-1  - l 
194-2  - 2 

194-3  - 3 
194-4-  - l 
194-5  - l 
194-6  - 2 
194-7  - 2 
194-8  - 2 
194-9  - l 

1950  - 4 

1951  - l 

1952  - 3 (as  of  November  19,  1952) 

TOTAL  4-5 


The  minutes  of  the  first  meeting  held  on  September  11,  1935  note  that  the  two 
powers  then  legally  assigned  to  the  board  (removal  of  directors,  officers,  etc. 
and  consideration  of  applications  for  branches)  were  outlined  and  defined.  In 
addition  it  is  noted  that  a "more  important  function”  is  that  of  counseling  and 
advising  the  Secretary  of  Banking  as  to  the  administration  of  the  Department  of 
Banking  in  its  supervision  of  banks  in  the  Commonwealth,  and  to  encourage  the 
appointment  of  capable  officials  and  employees.  Matters  of  interest  rates  on 
deposits  were  discussed  and  applications  of  several  national  banks  for  branches 
were  considered. 

Minutes  of  the  meetings  held  during  the  period  1935  through  1938  disclose 
that  the  above  mentioned  conception  of  the  purpose  of  the  Banking  Board  was 
continued,  and  administrative  matters  were  apparently  a part  of  the  agenda  of 
most  meetings. 

Time  available  did  not  permit  more  than  a scanning  of  the  minutes  of 
meetings  held  after  1938  until  those  held  in  1952*  But  generally  discussion  of 
matters  pertaining  to  the  administration  of  the  Department  did  not  appear  to  have 
been  covered,  and  considerations  were  limited  more  to  matters  on  which  the  board 
is  legally  required  to  act. 
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The  minutes  of  the  meetings  on  March  12  and  August  6,  1952  denote  a return 
to  some  degree  to  the  discussion  of  administrative  matters „ After  considering 
and  acting  on  applications  for  branches  and  the  problem  confronting  the  Depart- 
ment and  the  board  as  to  the  use  of  armored  trucks  for  the  purpose  of  accepting 
deposits  and  tne  cashing  of  checks,  the  board  also  considered  reported  defalca- 
tions, the  difficulty  to  secure  competent  personnel  as  examiners,  salary 
standards  and  civil  service,  and  the  report  of  the  Secretary  of  Banking  on  salary 
adjustments,,  We  are  advised  that  action  at  the  meeting  held  October  29 , 1952 
was  for  the  most  part  limited  to  consideration  of  applications  for  branches. 

At  the  meeting  held  on  March  12,  1952  the  Secretary  of  Banking  presented  to 
the  members  of  the  Banking  Board  an  outline  of  their  powers  ana  duties  which  are 
as  follows” 


Powers  and  Duties  of  Banking  Board 

lo  To  hear  any  attorney,  officer,  employe,  director  or  trustee, 

who  has  been  ordered  by  the  Department  to  appear  before  the  Banking 
Board,  show  cause  why  he  should  not  be  removed  from  his  office  or 
position  for  continuing  to  violate  any  law  or  continuing  unsafe  or 
unsound  practice,  in  accordance  with  the  provisions  of  Section  501 
of  the  Department  of  Banking  CodeD 

In  connection  with  any  hearing  or  investigation,  the  Board  has 
power  2 

a0  To  issue  subpoenas  requiring  the  attendance  of  offenders, 
production  of  pertinent  books  and  papers „ 

b0  To  subpoena  witnesses  set  forth  in  the  offender’s  application, 

Co  To  question  witnesses  under  oath  or  affirmation  and  to  examine 
such  books  and  papers 0 

2o  In  accordance  with  the  provisions  of  Section  20k  of  the  Banking 

Code,  the  Banking  Board  must  pass  upon  every  application  for  the 
establishment  of  branch  banks  in  the  State  of  Pennsylvania,  except 
the  establishment  of  branches  in  cities  of  the  first  and  second  class 
(Philadelphia  and  Pittsburgh) , 

3o  Under  the  provisions  of  Sections  203  and  20H-  of  the  Banking 

Code,  the  Banking  Board  must  approve  changes  of  location  of  banking 
institutions  from  one  city,  borough  or  township  to  another „ 

The  Banking  Board  must  approve  the  change  of  place  of  business 
of  any  branch  offices c (Excepting  those  within  city  limits  of 
Philadelphia  and  Pittsburgh,) 


5o  Under  the  provisions  of  Section  908  of  the  Banking  Code,  the 

Banking  Board  must  fix  the  amount  of  legal  reserve  funds  State  banking 
institutions  must  carry  and  the  composition  thereof „ The  Banking 
Board  may  increase  or  decrease  the  prescribed  amount  of  the  reserve 
fund  provided  that  the  reserve  fund  cannot  be  increased  to  more  than 
double  the  maximum  amount  prescribed  by  law,  nor  may  it  be  decreased 
to  less  than  the  minimum  amount  prescribed  by  law, 

60  Under  the  provisions  of  Section  1109  of  the  Banking  Code,  the 

Banking  Board  may  promulgate  rules  and  regulations  regarding  the 
establishment  and  administration  of  common  trust  funds  established 
and  operated  by  State  banking  institutions  with  fiduciary  powers. 
Inasmuch  as  the  Federal  Reserve  Board  has  issued  a comprehensive  and 
sound  set  of  rules  and  regulations  through  Regulation  F covering  the 
operation  of  common  trust  funds,  the  Banking  Board  has  not  promulgated 
its  own  rules  and  regulations. 


It  would  appear  that  the  Secretary  of  Banking  and  his  subordinate  officers 
could  find  much  value  in  the  administration  of  the  Department  through  the  active 
assistance  of  a dynamic,  articulate  and  aggressive  board.  Its  members  represent 
a varied  experience  in  bank  management  which  can  be  of  considerable  aid  in 
evaluating  the  many  and  varied  problems  which  require  consideration  and  solution. 

It  is  with  these  factors  in  mind  appropriate  recommendations  are  presented 
below. 

RECOMMENDATIONS 

I.  That  careful  consideration  be  given  to  the  suggestions  made  by  bank 
management , even  though , because  of  the  limited  time,  such  suggestions  do  not 
reflect  the  opinion  of  bank  management  as  a whole. 

2.  With  due  recognition  of  some  of  the  difficulties  involved  as  to 
schedules,  etc.,  that  there  be  conferences  of  examiners  held  as  often  as  per- 
missible, but  at  least  annually.  The  value  of  these  conferences  is  readily 
recognized  by  the  Secretary  of  Banking,  his  Deputies  and  Chief  Bank  Examiners. 
They  help  to  increase  the  efficiency  and  uniformity  of  examination  procedure  and 
their  costs  seem  to  be  warranted. 
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(Note;  At  present  the  Secretary  of  Banking,  the  Deputies  and  Chief  Bank  Exam- 


iners meet  about  four  (4)  times  annually.  Where  decisions  affect  examination 
procedure,  they  are  covered  by  memoranda  from  the  Chief  Bank  Examiners  to  the 
examiners.  There  have  also  been  examiner  conferences  biennially,) 

3„  That  legislation  be  enacted  amending  the  Department  of  Banking  Code  to 
give  the  Banking  Board  additional  powers,  such  as; 

(a)  To  review,  with  power  of  decision,  the  approval  or  disapproval 
of  applications  for  charters,  mergers,  consolidations, 
conversions  and  reorganizations, 

(b)  Such  others,  with  power  of  decision,  as  may  be  deemed  necessary 
in  support  of  the  duties  and  responsibilities  of  the  Secretary 
of  Banking,  Typical  examples  of  such  powers  are; 

(1)  Recommendations  as  to  pending  legislation  affecting  banks, 
banks  and  trust  companies,  trust  companies,  and  savings 
banks , 

(2)  Changes  of  policy  affecting  the  closing  of  banks,  banks  and 
trust  companies,  trust  companies,  and  savings  banks,  and  of 
the  disposition  of  their  assets, 

(3)  Changes  of  policy  in  matters  affecting  the  procedure  of  the 
Department  where  joint  agreement  with  the  Federal  Deposit 
Insurance  Corporation,  the  Federal  Reserve  System,  or  the 
Comptroller  of  the  Currency  are  involved, 

(4)  Changes  of  policy  in  matters  of  personnel  of  the  Department, 
40  That  legislation  be  enacted  amending  Section  501  of  the  Department  of 

Banking  Code  to  provide  that; 

(a)  The  Banking  Board  shall  meet  not  less  than  quarterly,  and  at  such 
other  times  as  deemed  necessary  by  the  Secretary  of  Banking, 
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(b)  In  the  absence  of  the  Secretary  of  Banking,  a Deputy  Secretary 
shall  be  designated  to  act  as  Chairman  of  the  Banking  Board. 

(c)  When  a member  of  the  Banking  Board  shall  have  been  absent, 
without  excuse s from  fifty  percent  (50$>)  of  the  regular  and 
special  meetings  held  in  any  calendar  year,  his  office  shall 

be  declared  vacant,  and  the  member  so  notified  in  writing  by  the 
Chairman. 

(Note ; Two  Banking  Members  of  the  Task  Force  expressed  their  opinion  to  the  effect 
that  matters  pertaining  to  the  Banking  Board  should  emanate  from  the  Department  of 
Banking  and  the  Pennsylvania  Bankers  Association., ) 

CONCLUSIONS 

We  find  the  constructive  attitude  of  the  Secretary  of  Banking  in  his  support 
of  the  Deputies  and  Examiners  and  his  desire  to  improve  their  general  status,  is 
having  an  excellent  effect  on  their  morale. 

The  representatives  of  banks  with  whom  we  discussed  these  matters,  expressed 
satisfaction  with  the  manner  in  which  the  Secretary  of  Banking,  his  Deputies, 

Chief  Bank  Examiners,  and  the  members  df  the  examining  staff  with  whom  they  have 
come  in  contact,  are  performing  their  duties. 
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Part  4 

BUILDING  AND  LOAN  BUREAU 


As  of  September  15,  1952,  this  Bureau,  comprising  three  district  offices 
located  in  Harrisburg,  Philadelphia  and  Pittsburgh,  under  the  direction  of  the 


Director, 

was  staffed  as  follows: 

Monthly 

Salary 

Number 

Payroll  Titles 

Rate 

Monthly 

Annual 

1 

Director 

$681.00 

$681,00 

$8,172.00 

Philadelphia  Office 

Building  and  Loan  Examination 

1 

Special  B & L Examiner 

1557.00 

$557.00 

$6, 684.OO 

3 

Special  B & L Examiners 

529.50 

1,588.50 

19,062.00 

1 

Prin,  B & L Examiner 

508o50 

508.50 

6,102,00 

3 

Prin0  B & L Examiners 

476,50 

1,429.50 

17* 154,00 

1 

Ad Vo  B & L Examiner 

460,00 

460.00 

5,520.00 

4 

AdVo  B & L Examiners 

428 o 00 

1,712.00 

20, 544.00 

13 

TOTAL  - B & L Examinations 

- Phila. 

6,255.50 

75,066.00 

Stenographic 

1 

Sr.  Stenoo  Secy 

268,50 

268,50 

3,222,00 

14 

Total  ~ Phila0  Office 

6,524.00 

78,288,00 

Harrisburg  Office 

Building  and  Loan  Examination 

1 

Special  B & L Examiner 

529.50 

529.50 

6,354.00 

1 

AdVo  B & L Examiner 

444.50 

444.50 

5,334.00 

2 

TOTAL  - B & L Examinations 

- Harrisburg 

974.00 

11,688,00 

1 

Adv,  Steno  Secy0 

285 o 00 

285.00 

3,420.00 

1 

Spec0  Stenoo  Clerk 

268,50 

268.50 

3,222.00 

2 

TOTAL  Stenographic  - Harrisburg 

553,50 

6,642.00 

4 

TOTAL  - Harrisburg  Office 

1,527.50 

18,330.00 
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Number 

Payroll  Title 

Monthly 

Rate 

Monthly 

Salary 

Annual 

Pittsburgh  Office 

Building  and  Loan  Examination 

2 

1 

Prin  = B & L Examiners 
Adv  = B & L Examiner 

$47 6 o 50 
444 . 5 0 

$953=00 

444=50 

$11,436=00 

5,334=00 

3 

TOTAL  - Pittsburgh  Office 

1,397=50 

16,770=00 

22 

TOTAL  - Building  and  Loan 

Bureau 

$10,130=00 

$121,560  = 00 

Based  on  staff  assignments  17  = 6/o  of  the  total  number  of  employes  and  19  = 5% 
of  the  total  personal  service  expenditures  of  the  Department  of  Banking  are 
required  for  this  Bureau, 

We  ascertained  that  as  of  December  31,  1951  the  772  Building  and  Loan 
Associations  (of  which  124  are  insured  by  the  Federal  Savings  and  Loan  Insurance 
Corporation)  include  assets  in  the  amount  of  $645,000,000,  most  of  which  are  in 
turn  represented  by  funds  belonging  to  the  general  public  of  the  Commonwealth 
and  as  such,  entitled  to  effective  protection  by  sound  and  efficient  examination 
procedure = 

Definition  of  Classifications 


The  duties  of  the  Director  and  examiner  classifications  are  as  follow: 
Director  B & L BUREAU 

Administer  Building  and  Loan  Bureau,  which  is  charged 
with  the  supervision  of  all  state-chartered  building  and 
loan  associations  in  the  Commonwealth  of  Pennsylvania 
Interview  and  correspond  with  officers  and  directors  of 
active  associations  and  trustees  of  liquidating  associations, 
giving  instructions,  suggestions  and  information  with  regard 
to  accounting  and  legal  questions  and  business  problems 
Analyze  financial  statements 

Review  reports  of  examination  of  associations  having  problems 
of  any  nature 

Handle  correspondence  relating  to  associations 
Set  policies  to  guide  examiners.  Direct  work  of  examiners 
Act  as  Secretary  to  the  Pennsylvania  Building  and  Loan 
Board 

Hold  hearings 
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lass  upon  and  make  recommendations  with  respect  to  proposed 
legislation 

Advise  Secretary  of  Banking  on  matters  pertaining  to  closed 
banking  institutions  and  closed  building  and  loan  associations. 

Special  3 & L Examiner,  Sr.  Grade 

Supervise  the  business  of  the  Building  and  Loan  Bureau,  as  it 
pertains  to  the  425  associations  located  in  this  district. 

This  includes  matters  received  by  telephone,  mail,  and  personal 
visits  by  the  public  and  B & L officers  and  directors. 

Review  reports  of  examinations  as  presented  by  the  Examiners  to 
see  that  the  requirements  of  the  Building  and  Loan  Code  are 
being  complied  with,  and  that  any  exceptions  to  the  s-me  are 
properly  presented  by  the  Examiners.  After  the  reports  are 
in  proper  form  a supervisory  letter  is  written  to  the  Board 
of  Directors  of  c eh  association  calling  their  attention  to 
any  matters  not  in  keeping  with  the  Code,  or  suggestions  which 
may  be  beneficial  in  the  management  of  their  association  with 
regard  to  better  public  relations.  In  order  to  get  the  desired 
changes  as  recommended  in  the  supervisory  letters,  it  is 
necessary  in  certain  cases  to  meet  with  the  Directors  in  order 
to  obtain  the  desired  results.  A file  is  kept  on  these  super- 
visory letters  and  any  criticism  is  followed  up  until  the 
question  is  brought  to  a satisfactory  conclusion. 

Review  the  annual  report  of  each  association  as  prepared  by 
the  auditors  at  the  close  of  each  fiscal  year.  This  entails 
checking  of  the  general  trend  of  the  association,  cost  of 
operations,  reserve  situation,  method  of  profit  distribution 
and  see  that  the  procedure  is  in  keeping  with  the  require- 
ments of  the  Building  and  Loan  Code 

Handle  matters  pertaining  to  liquidating  associations  not 
yet  completed.  Matters  such  as  satisfactory  settlements 
of  old  mortgage  claims  and  satisfaction  of  the  same. 

Principal  B & L Examiner  (Special  Duty) 

Assignment  of  examiners  to  examine  approximately  425  Building 
and  Loan  Associations,  at  least  once  a year  in  the  Philadelphia 
District.  The  Philadelphia  District  comprises,  Philadelphia, 
Montgomery,  Chester,  Delaware  and  Bucl-s  counties. 

Examiners  are  also  assigned  to  examine  associations  in  Berks, 
Blair,  Bradford,  Erie,  Lancaster,  Lackawanna  and  Luzerne 
counties.  The  complement  of  Building  and  Loan  examiners  is  13. 
Assignments  to  examiners  are  followed  up  periodically  to  insure 
prompt  turning  in  of  completed  reports. 

A card  system  is  also  maintained  showing  due  date  of  each  of 
the  425  Associations  in  the  Philaw elphia  District. 

All  completed  examination  reports  are  reviewed  for  mathematical 
accuracy,  clarification  of  comments,  omission  of  code  violations, 
surety  bond  coverage,  excess  borrowing,  sufficiency  of  reserves, 
etc . 

Reports  are  then  transmitted  to  typists  for  typing 

After  the  reports  are  typed,  an  analysis  of  each  report  is  then 


V 


made,  showing  various  percentages,  contingent  and  undivided 
profit  to  assets,  cash  liquidity,  reserves  to  capital  and 
other  pertinent  data. 

Also  numerous  telephone  inquiries  from  attorneys,  banks 
as  to  associations  liquidated,,  Also  active  associations. 
There  are  personal  interviewsc 

Examiners’  monthly  expense  accounts  and  distribution  sheets 
are  carefully  reviewed  and  approved. 

Special  B & L Examiner 

Take  charge  of  special  examinations  and  examinations  of 
larger  associations 

Verify  cash  receipts  and  disbursements  and  reconcile 
with  depository 

Verify  and  analyze  income  and  expenses 

Prepare  financial  statement  and  schedules 

Verify  or  spot—check  assets  and  liabilities 

Examine  mortgages,  deeds,  loan  applications,  insurance 

policies,  fidelity  bonds,  etc. 

Check  ledgers  for  accuracy 
Read  by-laws  and  review  minutes 

Analyze  condition  of  association  and  write  report 
Make  special  investigations  for  the  Secretary  of  Banking 
Make  information  in  connection  with  criminal  offenses  of 
officers  and  employes  of  building  and  loan  associations 

Principal  Bldg.  & Loan  Examiner 

Take  charge  of  examinations  of  large  building  and  loan 
associations 

Verify  cash  receipts  and  disbursements  and  reconcile 
with  depository 

Verify  and  analyze  income  and  expenses 

Prepare  financial  statement  and  schedules 

Verify  or  spot-check  assets  and  liabilities 

Examine  mortgages,  deeds,  loan  applications,  insurance 

policies,  fidelity  bonds,  etc. 

Check  ledgers  for  accuracy 
Read  by-laws  and  review  minutes 
Make  special  investigations 

Make  information  in  connection  with  criminal  offenses  of 
officers  and  employees  of  building  and  loan  associations 

Advanced  Bldg.  & Loan  Examiner 

Take  charge  of  examinations  of  building  and  loan  associations 
Verify  cash  receipts  and  disbursements  and  reconcile  with 
depository 

Verify  and  analyze  income  and  expenses 

Prepare  financial  statement  and  schedules 

Verify  or  spot-check  assets  and  liabilities 

Examine  mortgages,  deeds,  loan  applications,  insurance 

policies,  fidelity  bonds  etc. 
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Check  ledgers  for  accuracy 
Read  by-laws  and  review  minutes 

Analyze  condition  of  association  and  write  report 
Make  special  investigations 

Make  information  in  connection  with  criminal  offenses 
of  officers  and  employes  of  building  and  loan  associations 

Examiner  Education  And  Experience  Data 

A review  of  such  records  of  the  building  and  loan  examiners  as  were  avail' 

able  was  made,  For  the  most  of  these  examiners,  their  educational  background 

was  such  that  training  as  examiners  was  in  order,  but  also  it  should  be  stated 

that  their  experience  background  did  not  compare  favorably  with  that  of  the 

examiners  of  the  Bank  Examination  Bureau,, 


Hie  examiners  and  members  of  the  staff  must  be  politically  sponsored.  Of 
the  examiners  in  the  Philadelphia  district  it  was  stated,  six  (6)  are  committee 
men.  It  was  also  learned  that  on  certain  occasions  some  of  the  Philadelphia 
examiners  performed  political  duties  and  that  when  this  occurred  the  time  con- 
sumed was  charged  to  the  overhead  expense  of  the  bureau.  From  this  it  would 
appear  that  B & L examiners  are  prone  to  be  involved  in  political  activities, 

A review  of  the  average  age  of  the  examiners  of  this  Bureau,  as  shown  be- 
low, serves  to  emphasize  the  need  for  attracting  some  additional  younger  men. 


Average  Years 

Average 

of 

Service 

is* 

Age 

1 Director 

20  * 

45 

45 

1 Special  B & L Examiner  Sr,  Grade 

27 

69 

69 

1 Principal  B & L Examiner  (special 

duties) 

24 

60 

60 

4 Special  B & L Examiners 

24 

50-69 

58 

5 Principal  B & L Examiners 

1 6 

57-75 

6.3 

7 Advanced  B & L Examiners 

iZ 

44=63 

54 

H 

A2 

5EE 

| 

* Includes  14  yrs. 

in 

closed  Bank  Division 

present  no  examination  is  given 

applicants 

for  the 

position  of 

Building  and  Loan  examiner  similar  to  that  required  of  candidates  for  the 


position  of  bank  examiner.  We  are  advised  one  is  now  being  formulated  by 
the  Director  of  the  Bureau, 
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Examination  of  Building  and  Loan  Associations 

The  772  State  chartered  Building  and  Loan  Associations  in  the  Commonwealth 
are  locationed  as  follows: 


Philadelphia  District  — In  Philadelphia  317 

In  contiguous 

counties  — 107 


424 


Pittsburgh  District  ■ — — Counties  of  Perna, 

west  of  Cambria  Co.  — 226 

Harrisburg  District  — - All  other  sections 

of  the  Commonwealth  — 122 

772 

Of  the  above  total,  301  associations  are  members  of  the  Federal  Home  Loan 
Bank  of  which  the  liabilities  to  shareholders  of  124  associations  are  insured 
by  the  Federal  Savings  and  Loan  Insurance  Corporation. 

It  was  stated  that  it  requires  from  2 to  5 days  to  complete  the  examin- 
ation of  the  average  association.  For  the  larger  ones,  it  may  require  vary- 
ing time  up  to  six  weeks. 

It  was  also  noted  that  about  75%  of  the  associations  are  operated  on  a 
part  time  basis  and  that  arrangements  must  be  made  in  advance  in  order  to 
examine  them.  The  element  of  surprise  is  lacking  in  many  of  these  cases. 

Records  of  the  Bureau  as  to  examinations  completed  over  the  past  five 
years  disclose  the  following 

Period  Number  of  Institutions  Examinations  (see  note  below) 


1/1/47  to  12/31/47 

789 

967 

1/1/48  to  12/31/48 

786 

838 

1/1/49  to  12/31/49 

784 

961 

1/1/50  to  12/31/50 

778 

776 

1/1/51  to  12/31/51 

772 

598 

. 


' 


Note t The  foregoing  number  of  institutions  includes  only  active  associations 
while  the  record  of  examinations  includes  also  examinations  of  associations  in 


We  are  advised  by  the  Department  that  the  discrepancy  in  examinations  for 
the  period  ending  12/31/51  resulted  from  a shortage  of  available  examiners  plus 
the  need  for  using  time  in  investigating  serveral  defalcations. 

Examinations  are  stated  to  be  current  for  the  present  period*  with  the 
exception  of  the  Pittsburgh  District,  The  addition  of  one  examiner  as  of  August 
16*  1952  and  another  as  of  October  1,  1952  it  is  believed  will  serve  to  correct 
the  examination  shortage  in  this  district. 

Operation  of  Bureau— Examination  Report  Procedure 

Philadelphia:  At  this  office  the  Special  B & L Examiner  (Senior  Grade)  is  in 

charge*  whose  duties  and  activities  have  been  outlined.  He  is  assisted  by  a 
Principal  Examiner  whose  duties  have  also  been  outlined.  As  between  these  two 
examiners  and  the  Director  at  Harrisburg  there  is  constant  communication.  All 
reports  except  those  of  the  Pittsburgh  District  are  typed  in  Philadelphia, 
Pittsburgh:  The  Director  makes  assignments  for  this  office  from  Harrisburg, 

All  reports  are  typed  in  Pittsburgh  and  then  sent  to  the  Director  for  analysis 
and  such  disciplinary  letters  as  are  required, 

Harrisburg : All  examinations  are  assigned  by  the  Director*  but  the  Principal 

B & L Examiner  in  Philadelphia  records  all  time  schedules  etc.  The  Director 
analyzes  reports  and  writes  disciplinary  letters  for  the  district. 

Joint  Examinations 

As  already  stated*  there  are  124  State  chartered  building  and  loan  as- 
sociations which  are  members  of  the  Federal  Home  Loan  Banking  System  and  whose 
shareholder  liabilities  are  insured  by  the  Federal  Savings  and  Loan  Insurance 


liquidation  which  were:  12/31/47 


237 

159 

102 

74 

51 


12/31/48 

12/31/49 

12/31/50 

12/31/51 


- ^7  - 


■ 


Corporation.  Examination  of  these  124  insured  associations  are  conducted  .jointly 
by  the  State  examiners  and  those  of  the  Home  Loan  Bank  Board.  Dates  of  examin- 
ations are  arranged  by  agreement. 

Five  copies  of  the  examination  report  are  typed  on  H.L.B.B.  forms,  signed 
jointly  by  the  State  and  H.L.B.B.  examiners  in  charge.  Disposition  of  these 
copies  is  as  follows: 

2 copies  to  Federal  Home  Loan  Bank  at  Pittsburgh,  the  President  of 
which  is  designated  as  the  supervisory  agent  for  the  K.L.B.B. 

One  (l)  copy  is  sent,  with  the  disciplinary  letter,  to  the  as- 
sociation under  examination.  One  (l)  copy  is  retained  by  the 
supervisory  agent. 

1 copy  to  the  chief  supervisor  of  the  H.L.B.B.  in  Washington  with 
a copy  of  the  disciplinary  letter. 

1 copy  to  the  district  examiner  of  the  H.L.B.B. 

1 copy  to  the  Pennsylvania  Department  of  Banking  together  with  a 
copy  of  the  disciplinary  letter.  If  the  State  Building  and 
Loan  Bureau  wishes  to  add  anything,  a separate  letter  is  written. 

In  any  event  the  insured  association  is  advised  by  the  Bureau 
of  the  receipt  of  the  report  of  the  examination  from  the  super- 
visory agent  of  the  H.L.B.B. 

The  associations  under  examination  are  requested  to  make  three  (3)  copies 
of  their  reply,  disposition  of  which  is  as  follows: 

1 copy  to  the  Building  and  Loan  Bureau  of  the  Departin' jnl  of  Banking 

2.  copies  to  the  supervisory  agent  at  Pittsburgh,  of  which  one  copy 
is  sent  to  the  chief  supervisor  in  Washington. 

While  it  has  been  the  practice  for  the  State  and  Home  Loan  Bank  Board  to 
assign  an  equal  number  of  examiners  to  joint  examinations,  it  has  not  always 
been  possible  because  sufficient  examiners  of  either  group  may  not  be  avail- 
able at  the  time  of  the  proposed  examination.  This  was  particularly  true  in 
the  Pittsburgh  district  where,  as  already  stated,  there  was  a shortage  of 
State  B & L examiners.  The  addition  of  the  two  State  B & L examiners  in  the 
Pittsburgh  district,  it  was  stated,  will  serve  to  make  possible  assignments 


as  noted  above . 


* 


. 
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Arrangements  are  now  underway  whereby  the  State  3 & L 3ureau  arid  the  K.L.B.B. 
will  each  assign  seven  (7)  examiners  to  conduct  joint  examinations.  Under  this 
plan  the  H»L.B,B,  examination  division  will  continue  to  type  joint  reports  and  the 
disposition  of  disciplinary  letters  will  continue  as  noted  above,  until  the  State 
examination  report  forms  are  revised  as  outlined  later  in  this  report. 

For  joint  examinations  the  State  sends  a bill  for  direct  examination  costs 
as  does  the  H.L.B.B.  The  State  Department  of  Banking  also  sends  a bill  to  each 
association  for  its  pro-rata  share  of  the  general  overhead  of  the  Department 
allocable  to  the  Building  and  Loan  Bureau,  The  H,L,B.B,  does  not  send  such  a 
bill  as  its  flat  charge  of  $40,00  per  day  per  examiner  includes  salary,  travel, 
maintenance  and  overhead. 

No  unnecessary  overlapping  of  examination  procedure  was  reported,  with  the 
usual  exception  that  the  examiners  in  charge  for  the  State  and  H,L,B,B,  must 
eventually  jointly  discuss  any  findings  with  officers  of  the  association  under 
examination. 

Review  With  Building,  and  Loan  Association  Management 

Section  302  of  the  Department  of  Banking  Code  prohibits  the  publication  or 
divulging  of  any  information  contained  in  or  ascertained  from  an  examination  or 
investigation  made  by  the  department.  This  source  of  information  as  to  the  scope 
and  quality  of  examinations  was  not  available  to  the  committee  and  the  research 
staff. 

In  order  to  obtain  the  reaction  of  building  and  loan  management  in  general  as 
to  the  scope  and  effectiveness  of  examinations  by  the  Building  and  Loan  Bureau, 
some  of  the  larger  associations  were  visited  in  Philadelphia,  Harrisburg  and 
Pittsburgh;  also  representatives  of  the  Pennsylvania  Savings  and  Loan  League, 

The  following  is  a summary  of  reactions  obtained: 

1.  Scope  and  Quality  of  Examinations:  The  opinion  was  expressed  by  the  larger 

associations  that,  because  a sufficient  number  of  examiners  were  not  available, 
the  examination  of  their  associations  consumed  a long  period  (up  to  six  weeks). 


. 


■ 


. 
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' 
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with  attendant  annoyances  and  the  usual  delays  which  are  a part  of  any  examination. 


The  matter  of  time  and  inconvenience,  not  costs,  was  paramount  here.  It  /.as 
stated  that  the  State  examination  procedures  needed  to  be  revised  and  brought  up 
to  date.  Reference  was  also  made  to  the  need  for  revision  of  the  call  report  to 
provide  data  similar  to  that  contained  in  the  monthly  report  now  required  by  the 
H.L.B.B.  It  was  felt  that  examinations  should  include  verification  of  a reason- 
able percentage  of  loans  and  of  shareholder  accounts  of  associations  which  do 
not  have  an  adequate  internal  audit  procedure  which  includes  verification  of 
such  accounts. 

(Note;  We  were  advised  by  the  Director  of  the  Bureau  that  new  examination  forms 
were  in  preparation  similar  to  those  now  in  use  by  the  H.L.B.B.  examiners,  which 
will  result  not  only  in  improving  the  examination  procedure  but  in  making  the 
examination  more  comprehensive  ano  complete.  When  these  forms  are  completed,  we 
understand  the  B & L Bureau  will  send  its  own  examination  report,  together  with 
its  own  disciplinary  letter  covering  all  examinations,  whether  joint  or  inde- 
pendent . ) 

2.  Comparative  Quality  of  Examiners:  Reaction  was  general  that  the  competence 

of  the  State  examiners  did  not  compare  favorably  with  that  of  H.L.B.B.  examiners. 
It  was  felt  that  because  H.L.B.B.  examiners  are  under  civil  service,  and  there- 
fore more  carefully  selected  as  to  fitness  and  ability,  and  the  fact  they  have 
been  continuously  in  charge  of  examinations  of  larger  associations,  they  are  more 
experienced  and  better  qualified  to  conduct  such  examinations,  consequently, 
insofar  as  joint  examinations  are  concerned  it  xvould  seem  that  State  examiners 
take  a subordinated  role. 

(Note  #1:  It  was  developed  that  there  have  been  no  examiner  staff  conferences 

in  the  B & L Bureau.  It  was  felt  that  Improvement  could  result  as  to  examin- 
ation procedure  and  staff  morale  if  such  conferences  were  held  as  often  as 
permissible,  but  at  least  annually.) 
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(Note  #2:  Reference  is  made  to  the  average  age  of  3 L examiners  as  noted  on 

page  4 5)  in  order  to  re-emphasize  the  need  for  attracting  young  and  capa'  le  sen 
to  the  examining  staff  so  that  they  may  be  trained  as  to  the  responsibilites  re- 
quired, to  examine,  independently,  uninsured  State  associations  as  well  as  to 
take  a more  important  role  in  joint  examinations  of  insured  associations „ ; 

3.  Installment  Share  Sinking-Fund  Loans:  Several  associations  suggested  that 

legislation  prohibiting  such  loans  should  be  made  effective  for  the  reason  that 
in  case  of  difficulties,  the  mortgagor-shareholder,  having  paid  on  his  shares 
consistently,  does  not  have  the  right  of  set-off  and,  therefore,  would  still 
owe  the  entire  amount  of  his  mortgage. 

(Note : It  was  pointed  out  that  many  State  associations  have  changed  over  to 
direct  reduction  loans  and  that  others  are  doing  so.  There  has  been  attempt  at 
legislation,  but  this  has  been  successfully  fought  by  some  associations  in 
counties  contiguous  to  Philadelphia.  If  the  Bureau  of  Internal  Revenue  rules 
that  dividends  on  mortgage -pledged  shares  are  not  to  be  allowed  as  a deduction 
for  income  tax  purposes,  such  ruling  would  serve  practically  to  eliminate  this 
type  of  loan.) 

4,  Differing  Examination  Periods:  It  was  stated  there  is  lack  of  uniformity 

as  to  the  periods  covered  by  examinations,  some  being  conducted  from  the  last 
examination,  while  others  are  from  the  time  of  the  last  annual  closing  audit. 

The  opinion  was  expressed  that  for  the  purpose  of  uniformity  and  to  be  certain 
the  State  examinations  are  complete,  all  examinations  should  be  from  the  date 
of  the  last  examination. 

(Note ; We  were  advised  by  the  Director  of  the  Bureau  that  examinations  cover 
the  period  from  the  date  of  the  previous  examination  for  associations  in  the 
western  part  of  the  State— west  of  Johnstown.  He  also  advised  that  the  new 
forms  now  in  preparation  will  require  that  the  examination  period  be  from 
the  date  of  the  previous  examination.  He  stated  also  that  examinations  from 
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the  date  of  the  last  audit  were  made  only  when  an  examination  was  made  3 or  4 
months  after  such  audit*  but  that  even  when  the  period  covered  is  from  the 
last  audit*  all  mortgages  taken  since  the  last  examination  are  checked  out.) 

With  respect  to  items  5,  6*  and  7 which  follow,  we  recognize  these  mat- 
ters in  a sense  are  beyond  the  scope  of  the  functional  study  of  the  Depart- 
ment of  Banking.  It  is  felt,  however,  that  they  are  of  significant  importance 
and  since  they  reflect  the  opinion  of  management  of  some  building  and  loan 
associations,  we  believe  they  should  be  included  in  this  report. 

5.  State  Legislation  Regarding  B & L Associations:  Attention  was  directed 

to  the  cooperation  extended  to  the  Pennsylvania  Savings  & Loan  League  by 
the  Federal  Home  Loan  Bank  of  Pittsburgh.  At  no  cost  to  the  League,  counsel 
for  the  F.H.L.B.  is  and  has  been  active  in  assisting  in  the  drafting  of  pro- 
posed legislation  and  in  tax  matters  requiring  representation  at  Washington. 
While  some  concern  was  expressed  by  some  of  the  smaller  associations  as  to 
possible  influence  of  the  F.H.L.B.  on  legislation  affecting  state  chartered 
associations,  this  was  amply  offset  by  the  statement  that  all  proposed  leg- 
islation is  carefully  examined  and  approved  by  the  Legislative  Committee  of 
the  League  before  presentation  to  the  legislature.  It  was  proposed  that  it 
would  be  of  value  if  the  Building  & Loan  Bureau  collaborated  to  a greater 
extent  with  the  League  as  to  the  consideration  and  drafting  of  proposed  leg- 
islation. 

We  were  advised  the  State  and  Federal  associations  in  the  v;estern  part 
of  the  state  are  cooperating  through  the  medium  of  one  association.  Those 

in  the  Eastern  part  have  three  associations Federal  savings  and  loan.  State 

insured,  and  State  uninsured.  It  was  stated  these  three  are  now  improving 
their  cooperation  through  the  medium  of  the  Savings  and  Loan  Council  of  Phila- 
delphia and  Vicinity. 
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(Note : It  seems  pertinent  to  mention  here  that  the  State  Director  of  the 


Building  and  Loan  Bureau  has  always  been  invited  to  meetings  of  the  various 
associations  and  that  the  present  Director  is  attending  such  meetings.  There 
is  apparently  in  the  making  a better  basis  for  sound  and  effective  state- 
wide cooperation  in  the  savings  & loan  and  building  & loan  fields, ) 

6.  Dividend  Rates:  Some  concern  was  expressed  as  to  the  present  tendency  to- 

ward increasing  rates  of  dividends  to  shareholders,  it  being  felt  that  in  some 
instances  the  decision  as  to  such  increases  were  for  purposes  of  reducing 
Federal  income  taxes. 

It  seems  in  order  to  point  out  that  in  one  way  or  another  the  collection 
of  Federal  taxes  will  be  effected.  Accordingly  those  associations  which  have 
increased  their  dividend  rates  with  tax  reduction  in  mind,  may  eventually  find 
it  difficult  to  pay  both  the  tax  and  the  increased  dividend,  or  embarassing 
should  it  become  necessary  to  reduce  the  dividend  rates. 

(Note:  As  long  as  an  association  has  set  up  proper  reserves  for  protective 
purposes,  decision  to  increase  their  rate  of  dividends  remains  a matter  of 
management,  and  as  the  dividends  received  by  shareholders  are  subject  to  Fed- 
eral Income  tax,  it  would  seem  the  Bureau  of  Internal  Revenue  would  not  be 
greatly  interested.  Whether  an  increased  rate  can  be  maintained,  based  on  the 
income  obtainable  from  invested  assets  less  required  reserves,  would  seem  to 
be  a matter  for  the  careful  consideration  of  management.  Perhaps  where  ad- 
ditional earnings  may  be  available  for  dividend  purposes,  payment  to  share- 
holders of  an  extra  dividend  might  be  a better  and  more  conservative  pro- 
cedure , ) 

7-  Competition  With  Federal  Savings  And  Loan  Associations:  Opinion  was  ex- 

pressed that,  because  of  the  broader  privileges  given  Federal  savings  & loan 
associations  as  to  type  of  mortgages  and  branch  powers,  if  the  State  building 
and  loan  associations  are  not  given  similar  powers,  many  of  them  will  be  forced 


to  become  Federal  associations 
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(Note:  The  State  associations  were  originally  formed  for  the  purpose  of  assisting 

in  home  financing  on  an  installment  basis.  Whether  the  powers  now  available  to 
the  Federals  are  sound  is  an  open  question.  On  the  other  hand,  the  facts  stated 
above  require  careful  consideration,  for  there  can  be  no  doubt  that  larger  State 
associations  would  be  encouraged  to  take  Federal  charters,  leaving  the  building 
and  loan  associations  of  the  State  limited  to  the  smaller  ones.  It  should  be 
obvious  to  the  commercial  and  savings  bankers  of  the  State,  that  the  present 
larger  State  building  and  loan  associations  would  provide  greater  competition 
as  Federal  savings  and  loan  associations  than  as  State  chartered  associations,} 

THE  BUILDING  AND  LOAN  BOARD 

Under  section  501  of  the  Department  of  Banking  Code  provision  is  made  for 
the  creation  of  a Building  and  Loan  Board,  (Created  by  Act  of  April  22,  1937, 

P.  L.  337) • This  board  is  to  consist  of  nine  (9)  members,  one  of  whom  is  the 
Secretary  of  Banking  who  acts  as  Chairman,  Two  (2)  members  are  appointed  by  the 
Governor  and  the  remaining  six  (6)  are  appointed  by  him  from  candidates  submitted 
by  the  Pennsylvania  Savings  and  Loan  League,  Their  terms  of  office  are  for 
eight  (8)  years  or  until  their  successors  have  been  appointed  and  have  qualified. 
One  board  member  is  deceased  and  the  terms  of  three(3)  members  have  expired. 

Board  meetings  are  at  the  call  of  the  Chairman, 

The  Building  and  Loan  Board  is  at  present  limited  in  its  powers  to  "hear 
any  attorney,  officer,  employe,  director  or  trustee  of  any  building  and  loan 
association,  subject  to  the  supervision  of  the  Department  of  Banking,  who  shall 
have  been  ordered,  by  the  Department  of  Banking  to  appear  before  such  board,  to 
show  cause  why  his  office  or  position  should  not  be  declared  vacant.  The  board 
shall  also  excercise  such  additional  powers  as  shall  be  given  to  it,  and  shall 
act  upon  such  matters  as  shall  be  referred  to  it  by  any  laws  of  this  Commonwealth," 


Since  its  inception  in  1937  the  Board  has  held  thirteen  (13)  meetings  as 

follows:  1937  - 3 

1938  - 3 

1939  - 1 

1940  - 1 

1941  - 2 

1942  - 0 

1943  - 2 

1944  -_1 

13 


Despite  the  limitation  of  its  powers,  as  noted  above,  the  following  are 
some  of  the  matters  discussed,  and  in  some  instances  acted  upon,  at  the  meetings: 

1.  Capitalization  of  Dividends  (4/11/44) 

2.  Suggested  outlawing  of  sinking  fund  loans  (4/11/44) 

3»  Shareholder  votes  based  on  amount  of  investment  rather  than  number  of  shares 
subscribed  (4/11/44) 

4°  Pending  legislation  affecting  building  & loan  associations  (various  years) 

5«  The  proposed  State  Insurance  Fund  for  building  & loan  associations  (7/31/40, 
4/1/41  and  6/2/41) 

6.  Status  of  liquidation  of  closed  associations  and  disposition  of  certain 
assets  (10/5/38  & 1/4/39) 

7 « Personnel  of  the  Bureau  and  harmful  effect  of  political  influence  (10/5/38) 
8„  New  examination  and  call  report  forms  (11/17/37) 

9»  Closing  of  weak  building  & loan  associations  approved  (9/22/37) 

The  last  meeting  of  the  Building  and  Loan  Board  was  held  on  April  11,  1944° 

It  is  in  order  to  point  out  that  the  Secretary  of  Banking  and  the  Director 

of  the  Bureau  could  find  the  advice  and  counsel  of  members  versed  in  practical 

experience  in  the  conduct  of  building  and  loan  business  of  value „ (See  recom- 

mendation #6„)  Also,  because  of  the  present  competitive  position  of  the  State 
chartered  associations  (to  which  reference  has  already  been  made  in  this  report) 
the  effect  on  the  morale  of  management  of  these  associations  to  have  knowledge 
that  these  matters  are  having  consideration  by  such  a board  would  be  of  value. 
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REG  OjffiENDATIONS 


1.  That  careful  consideration  be  given  to  the  suggestions  made  by  management 
of  building  and  loan  associations  as  previously  outlined. 

2.  That  the  Building  and  Loan  Board  be  reactivated  and  the  Pennsylvania  Savings 
and  Loan  League  be  requested  to  submit  a new  list  of  candidates  for  appoint- 
ment thereto. 

3.  That  legislation  be  enacted  to  provide  that  the  Building  and  Loan  Board 
shall  meet  not  less  than  quarterly*  and  at  such  other  times  as  deemed  neces- 
sary  by  the  Secretary  of  Banking. 

A.  That*  under  a proposed  plan  of  reorganization  of  the  Department  of  Banking 
(see  page  85  ),  the  Building  and  Loan  Bureau  be  placed  under  the  direct 
supervision  of  a Deputy  Secretary  of  Banking,  who  shall  act  as  Chairman  of 
the  Building  and  Loan  Board  in  the  absence  of  the  Secretary  of  Banking. 

5.  That  section  501  of  the  Department  of  Banking  code  be  amended  so  that  when 

a member  of  the  Building  and  Loan  Board  shall  have  been  absent  without  excuse 
from  fifty  precent  ($0%)  of  regular  and  special  meetings  held  in  any  calendar 
year,  his  office  shall  be  declared  vacant,  and  the  member  so  notified  in 
writing  by  the  Chairman. 

6.  That  legislation  be  enacted  to  give  the  Building  & Loan  Board  additional 
powers,  such  as: 

(a)  To  review,  with  power  of  decision,  the  approval  or  disapproval  of  ap- 
plications for  charters,  mergers,  consolidations,  conversions  and  re- 
organizations » 

(b)  Regulation  as  to  reserves  to  be  required  before  dividends  may  be 
declared. 

(c)  Regulations  as  to  dividends. 


56  - 


- 


■ 


' 


(d)  Such  other  powers,  as  may  be  deemed  necessary  in  support  of  the 
duties  and  responsibilities  of  the  Secretary  of  Banking  and  the 


Director  of  the  Building  & Loan  Bureau,  Typical  examples  are 
matters  which  were  discussed  and  sometimes  acted  upon  by  the 
Board  in  1944  and  prior  years  as  previously  outlined, 

?0  That  staff  conferences  of  examiners  be  held  as  often  as  permissible,  but 
at  least  annually# 
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Part  5 


CONSUMER  CREDIT  DIVISION 


As 

of  September  15,  1952,  this 

Division  was 

staffed  with  the 

following  em- 

ployees 

in  charge  of  the  Chief: 

Monthly 

Salary 

Number 

Payroll  Title 

Rate 

Monthly 

Annual 

I 

Chief,  Consumer  Credit 

$681,00 

$681.00 

$ 8,172.00 

1 

Special  Examiner 

557<>00 

557.00 

6, 684.00 

2 

Advanced  Examiner 

428.00 

856.00 

10,272.00 

1 

Examiner 

363.00 

363.00 

4,356.00 

2 

Sr.  Steno.  Secy 

268.50 

537.00 

6,444.00 

1 

Sr.  Corres.  Steno. 

268.50 

268.50 

3,222.00 

1 

Prin.  Steno.  Clerk 

247.50 

247.50 

2,970.00 

9 

$3,510.00 

$42,12.0.00 

Based  on  staff  assignment s,  7 ,2%  of  the  total  number  of  employees  and  6.8$ 
of  the  total  personal  service  expenditures  of  the  Department  of  Banking  are  re- 
quired  for  this  Division,, 

Definition  of  Classifications 


The  duties  of  the  Chief  of  the  Division,  and  Examiner  classification,  are 
as  follows: 

Chief,  Consumer  Credit  Division 

Administer  and  enforce  the  statutes  governing  institutions 
under  the  supervision  of  the  Consumer  Credit  Division  which 
includes  Small  Loan  Act  licensees.  Consumer  Discount  Com- 
panies, Credit  Unions  and  Pawnbrokers  in  Pennsylvania,,  Re- 
ceive, investigate  and  act  upon  applications  for  licenses 
and  charters;  establish  policy  of  Division  and  promulgate 
rules  and  regulations  governing  operations  of  such  supervised 
organizations;  interview  and  correspond  with  operators,  at- 
torneys and  clients  of  such  businesses;  furnish  interpre- 
tation of  legal  and  general  provisions  of  statutes  governing 
such  businesses;  analyze  reports  of  examinations  and  reports 
of  financial  statements  and  correspond  with  institutions 
relative  thereto;  investigate  violations  of  laws;  hold  hear- 
ings and  institute  prosecutions' 

Supervise  and  assign  all  duties  of  office  personnel  and 


, 


/ 


field  examiners  in  the  Division  engaged  in  making  statutory 
examinations  and  investigations  of  institutions  under  the 
jurisdiction  of  the  Consumer  Credit  Division 

Time 

”50?  Small  Loan  Companies 

35%  Consumer  Discount  Companies 

±6%  Credit  Unions 

5%  Pawnbrokers 

Special  Examiner 

Conduct  examinations  and  write  up  reports  of  examinations  of 
Consumer  Credit  Agencies  operating  under  the  Credit  Union 
Act^  approved  May  26,  1933  as  amended^  Consumer  Discount 
Company  Act  approved  April  8,  1937 * and  Small  Loan  Act 
approved  June  17,  1915  as  amended 

Conduct  special  investigations  and  write  up  reports  of  special 
investigations  of  credit  unions * consumer  discount  companies 
and  small  loan  act  licensees 

Investigate  character*  reputation*  integrity  of  applicants  for 
licenses  and  make  surveys  to  determine  public  necessity  for 
proposed  additional  consumer  credit  facilities 
Investigate  information  and  complaints  filed  with  the  Depart- 
ment pertaining  to  alleged  violations  of  law  governing  consumer 
credit  agencies j obtain  evidence  for  and  testify  in  connection 
with  criminal  prosecutions  against  illegal  consumer  credit 
agencies 

Assist  Chief  of  Division  in  checking*  analyzing  and  tabulating 
call  reports  filed  by  aU  consumer  credit  agencies  subject  to 
supervision  of  Department 

Handle  special  assignments  relative  to  pawnbrokers 
Substitute  for  Chief  of  Division  during  vacation  period  or 
other  absence 

Advanced  Examiner 

Conduct  examinations  and  write  up  reports  of  examinations  of 
consumer  credit  agencies  operating  under  the  Credit  Union  Act, 
approved  May  26*  1933  as  amended;  Small,  Loan  Act  approved  June 

17*  1915s  as  amended 

Conduct  special  investigations  and  write  up  reports  of  special 
investigations  of -credit  unions  and  small  loan  companies 
Investigate  character*  reputation*  integrity  of  applicants  for 
licenses  and  make  surveys  to  determine  public  necessity  for 
proposed  additional  consumer  credit  facilities 
Investigate  information  and  complaints  filed  with  the  depart- 
ment pertaining  to  alleged  violations  of  law  governing  consumer 
credit  agencies j obtain  evidence  for  and  testify  in  connection 
with  criminal  prosecutions  against  illegal  consumer  credit 
agencies 

Handle  special  assignments  relative  to  pawnbrokers 
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Examiner 


Conduct  examinations  and  write  up  reports  of  examinations  of 
pawnshops  operating  under  the  Pawnbrokers  License  Act, 
approved  April  6,  1937 

Conduct  special  investigations  and  write  up  reports  of 
special  investigations  of  pawnbrokers 

Investigate  character,  reputation,  integrity  of  applicants 
for  licenses  as  pawnbrokers 

Investigate  information  and  complaints  filed  with  the 
Department  pertaining  to  alleged  violations  of  law  governing 
pawnbrokers  $ obtain  evidence  for  and  testify  in  connection 
with  criminal  prosecutions  against  illegal  pawnbrokers 

Examiner  Education  and  Experience  Data 

A review  of  the  records  of  the  examiners  of  the  Division  was  made0  Their 

educational  background  is  uniformly  satisfactory . As  the  major  part  of  the 

duties  of  these  examiners  is  of  a policing  nature,  their  experience  records 

are  such  as  to  readily  qualify  them  to  carry  out  their  duties  in  a satisfactory 

manner „ 

The  following  is  a summary  as  to  age  and  service  records: 


Average  Tears 
of  Service 

Age 

Average 

Age 

Special  Examiner 

16 

45 

45 

Advanced  Examiners 

12j 

49  - 56 

52 

Examiner 

3 

30 

30 

11 

30  - 56 

45 

At  present  no  examination  is  given  applicants  for  the  position  of  Examiner 
in  the  Consumer  Credit  Division  similar  to  that  required  of  the  candidates  for 
the  position  of  bank  examiner., 
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Examinations  of  the  Various  Institutions  And  Licensees  Supervised 
by  the  Consumer  Credit  Division 

The  several  acts  require  that  the  Department  of  Banking  shall  investigate 
the  various  licensees*  except  in  the  case  of  credit  unions  which  shall  be  examined . 
fbr  purposes  of  this  report  investigations  shall  be  referred  to  as  examinations „ 

The  number  of  institutions  and  licensees  and  examinations  made  are  as  follows: 


Small  Loan  Companies 

Number 

Examinations 

(Annual  examinations 

required  by  lav;) 

7/1/47  to  6/30/48 

536 

31U 

7/1/48  to  6/30/49 

567 

286 

7/1/49  to  6/30/50 

607 

293 

7/1/50  to  6/30/51 

645 

345 

7/1/51  to  6/30/52 

693 

333 

Credit  Unions 

Number 

Examinations 

(Annual  examinations 

required  by  law) 

7/1/47  to  6/30/48 

92 

75 

7/1/48  to  6/30/49 

90 

90 

7/1/49  to  6/30/50 

87 

88 

7/1/50  to  6/30/51 

88 

86 

7/1/51  to  6/30/52 

88 

88 

Consumer  Discount  Companies 

Number 

Examinations 

(Optional) 

7/1/47  to  6/30/48 

380 

185 

7/1/48  to  6/30/49 

381 

229 

7/1/49  to  6/30/50 

384 

234 

7/1/50  to  6/30/51 

395 

235 

7/1/51  to  6/30/52 

409 

227 

Pawnbrokers 

Number 

Examinations 

(Optional) 

10/2/46  to  10/1/47 

100 

93 

10/2/47  to  10/1/48 

103 

95 

10/2/48  to  1.0/1/49 

104 

82 

10/2/49  to  10/1/50 

102 

145 

10/2/50  to  10/1/51 

102 

133 

( Note;  We  were  advised  the  discrepancy  in  legally  required  examinations  of  small 
loan  companies  resulted  from  a shortage  of  examiner  personnel,.  The  employment  of 
two  additional  examiners  was  approved  in  January  1952 » It  was  reported  that  two 
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individuals  who  were  acceptable  and  who  amply  met  the  minimum  requirements  could 
not  obtain  political  sponsorship,  and  that  one  who  reported  for  duty,  with  politi- 
cal sponsorship,  was  found  to  be  unsatisfactory . 

We  recommend  in  order  that  the  Consumer  Credit  Division  shall  be  placed 
in  position  to  meet  the  legal  requirement  as  to  examinations,  the  necessary 
steps  to  add  sufficient  examiners  be  taken  without  further  delay. 

Operation  of  the  Consumer  Credit  Division 

This  division  operates  from  the  Harrisburg  office  of  the  Department  of 
Banking.  It  is  in  charge  of  a division  chief,  who  reports  directly  to  the 
Secretary  of  Banking,  or  in  his  absence  to  the  deputy  so  designated.  The  duties 
of  the  chief  and  examiners  have  already  been  fully  outlined. 

We  are  advised  that  where  small  loan  companies  and  consumer  discount  com- 
panies are  operated  at  the  same  locations,  examinations  are  made  at  the  same 
time,  and  separate  charges  are  assessed.  No  regulations  have  been  promulgated 
for  credit  unions  or  consumer  discount  companies,  and  the  regulations  for 
small  loan  companies  are  in  need  of  revision. 

Revievj  with  Licensees 

Because  of  the  policing  nature  of  the  examinations  made  by  the  Consumer 
Credit  Division,  (with  the  exception  of  credit  unions)  it  was  felt  that  no 
purpose  would  be  served  in  making  direct  contacts  with  the  various  licensees. 
However,  contact  was  established  with  the  representatives  of  certain  of  the 
associations  of  small  loan  companies  and  consumer  discount  companies,  which 
resulted  in  the  following  suggestions: 

1.  That  the  bills  for  direct  cost  of  examinations  be  itemized  and  in  the  case 

of  credit  unions,  the  bills  for  overhead  charges  be  supplemented  with  information 
as  to  how  such  charges  are  made  up. 

2.  The  question  was  raised  as  to  the  need  for  charging  licensees  for  the  costs 
of  examinations  when  there  is  an  ample  surplus  from  license  fees  being  assessed. 
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and  collected „ This  would  require  a change  in  existing  legislation,, 

3.  It  was  suggested,  in  connection  with  the  requirement  for  the  filing  of 
license  bonds,  that  such  bonds  should  be  required  only  for  each  newly  organ- 
ized consumer  discount  company  or  small  loan  company  or  for  each  new  branch 
thereof , but  that  this  requirement  shall  be  eliminated  after  a period  (three 
years  recommended)  or  until  they  have  proved  their  worth  to  the  satisfaction 
of  the  Department  of  Banking. 

(Note;  It  was  pointed  out  that  over  a period  of  35  years  there  has  been  no 
claim  filed  under  any  of  these  license  bonds.) 

Office  Space 

It  would  appear,  from  observation  only,  that  there  is  need  for  additional 
office  space  for  this  division.  However,  it  is  not  possible  to  express  a defin= 
ite  opinion  at  this  time  as  to  the  actual  needs  without  a careful  and  complete 
analysis  of  the  utilization  of  all  space  which  is  now  being  occupied  by  the 
Department  of  Banking. 

Files and  Records 

All  of  the  active  files  and  records  of  the  Division  are  contained  on  the 
fourth  floor  and  inactive  and  closed  files  in  the  loft  (pent  house)  of  the  Ed- 
ucation Building. 

It  may  be  possible,  as  part  of  a sound  and  well-planned  records  admin- 
istration program,  providing  for  careful  evaluation,  retention,  preservation, 
microfilming  and  disposition,  to  dispose  of  the  inactive  files  and  records. 


RECOMMENDATIONS 

1.  At  the  time  legislation  was  being  considered  and  drafted  by  the  Joint  State 
Government  Commission  to  regulate  the  sale  of  motor  vehicles,  the  plan  was  to 
place  the  consumer  discount  companies,  small  loan  companies  and  pawnbrokers,  as 
well  as  motor  vehicle  sales-sales  finance  companies,  installment  sellers  and 
collector  repossessors  all  under  the  administration  of  the  Pennsylvania  Consumer 
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Credit  Commission.  This  was  not  done,  and  under  a proposed  plan  of  reorganization 
of  the  Department  of  Banking  (see  page  85  ) it  is  recommended  the  Consumer  Credit 
Division,  including  the  Motor  Vehicle  Sales  Finance  Division,  be  placed  under  the 
direct  supervision  of  a Deputy  Secretary  of  Banking. 

2.  The  examination  of  credit  unions  is  of  a type  similar  to  those  being  con- 
ducted by  the  Bank  Examination  and  Building  and  Loan  Bureaus.  Examinations 
being  conducted  by  the  Motor  Vehicle  Sales  Finance  Division  and  by  the  Consumer 
Credit  Division  as  to  small  loan  companies,  consumer  discount  companies  and 
pawnbrokers  are  of  a policing  nature.  For  purposes  of  uniformity  as  to  type 

of  examinations,  it  is  recommended  that  the  examination  of  credit  unions  be 
placed  under  the  supervision  of  one  of  the  bureaus  making  protective  examin- 
ations of  institutions  accepting  monies  from  the  general  public. 

3.  Consumer  Credit  Board 

Under  the  provisions  of  the  Act  of  July  2,  1935$  P°L,  525  and  the  Act  of 
April  22,  1937s>  P°L„  337^  the  Banking  Board  and  Building  and  Loan  Board  respec- 
tively were  created  (Section  501-Department  of  Banking  Code).  The  membership  of 
these  Boards  is  comprised,  for  the  most  part,  of  representatives  of  banking  in- 
stitutions and  building  and  loan  associations.  No  such  provision  is  made  for 
the  creation  of  a similar  board  to  represent  the  consumer  credit  licensees,  viz: 
consumer  discount  companies,  small  loan  companies,  pawnbrokers,  sales  finance 
companies,  installment  sellers  and  collector-repossessors „ 

It  is  recommended  that  the  Department  of  Banking  Code  be  amended  to  provide 
for  the  creation  of  a Consumer  Credit  Board  and  that  the  general  provisions  of 
Section  501  of  the  Code  be  followed  as  to: 

(a)  The  appointment  of  membership  on  this  board,  giving  due  effect 
to  proper  representation  of  the  various  sections  of  the  consumer 
credit  business  as  to  multi-unit,  sectional-unit  and  single-unit 
licensees. 
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Terms  of  office* 


(b) 

(c)  Quorum* 

(d)  Vacancies* 

(e)  Compensation* 

(f)  Personal  expenses* 

The  object  of  the  Consumer  Credit  Board  would  be  to  implement  the  intent  as 
well,  as  the  spirit  of  the  legislation  governing  consumer  credit  licensees,,  thus 
giving  them  a voice  in  their  own  destinies*  It  should  be  charged  with  the  re- 
sponsibility of  review,  execution  and  maintenance  of  a high  standard  for  the  con- 
sumer credit  business* 

Typical  examples  of  the  responsibilities  of  such  board  would  be: 

(1)  The  power  to  remove  officials  for  improper  conduct  or  continuous  violation 
of  the  law* 

(2)  To  review,,  with  the  power  of  decision: 

(a)  The  issuance  of  licenses* 

(b)  Rejections  or  revocations  of  licenses* 

The  Secretary  of  Banking,,  or  in  his  absence  the  Deputy  Secretary  of  Banking 
in  charge  of  the  Consumer  Credit  Division  and  Motor  Vehicle  Sales  Finance  Divi- 
sion (Consumer  Credit  Bureau)  shall  be  Chairman  of  the  Board*  Meetings  are  to 
be  subject  to  the  call  of  the  Chairman  and  are  to  be  held  not  less  frequently 
than  quarterly*  When  a member  has  been  absent  without  excuse  from  fifty  percent 
(50 %)  of  regular  and  special  meetings  held  in  any  calendar  year*  his  office  shall 
be  declared  vacant  and  the  member  so  notified  in  writing  by  the  Chairman* 

4*  That  the  necessary  additional  examiners  be  employed  without  delay,  so  that 
the  Division  will  be  in  a position  to  meet  its  legal  requirement  as  to  examin- 
ations * 

5*  That  additional  office  space  be  provided  for  the  Division,  which  should  be 
determined  by  a careful  and  complete  analysis  of  the  utilization  of  all  space 
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which  is  now  being  occupied  by  the  Department  of  Banking » 

60  That  careful  consideration  be  given  to  the  suggestions  made  by  representa- 
tives of  certain  of  the  associations  of  small  loan  companies  and  consumers 
discount  companies „ 

7o  That  the  files  and  records  of  the  Division  be  carefully  evaluated,  as  part 
of  a sound  and  well-planned  records  administration  program,  with  the  view  of 
microfilming  and  disposing  those  which  are  inactive  and  no  longer  useful  or 
necessary., 
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Part  6 


MOTOR  VEHICLE 

SALES  FINANCE 

DIVISION 

As 

of  September  15,  1952,  this  Division  was  staffed  with  the 

following  em= 

ployees 

, in  charge  of  the  Chiefs 

Monthly 

Number 

Payroll  Title 

Rate 

Monthly 

Annual 

1 

Chief  Motor  Vehicle  Sales  Fin0 

$632o50 

$632.50 

$7,590.00 

1 

Adv.  Examiner 

444.50 

444.50 

5,334.00 

1 

Adv.  Examiner 

428  o 00 

428.00 

5,136.00 

1 

Sr.  Examiner 

397 0 50 

397.50 

4,770.00 

1 

5r0  Examiner 

383.00 

383.00 

4,596.00 

1 

Examiner 

342.50 

342.50 

4,110.00 

1 

Jr0  Examiner 

294.00 

294.00 

3,528.00 

1 

Sr.  Stenoo  Secy. 

247.50 

247.50 

2,970.00 

1 

Sr.  StenOo  Clerk 

179.50 

179.50 

2,154.00 

9 

$3,349.00 

$40,188.00 

Based  on  staff  assignments,  7 .2$  of  the  total  number  of  employees  and  6eU% 
of  the  total  personal  service  expenditures  of  the  Department  of  Banking  are  re- 
quired for  this  Division,, 

Definition  of  Classifications 

The  duties  of  the  Chief  and  the  Examiner  classification  are  as  follows? 
Chief.  Motor  Vehicle  Sales  Finance  Division 

Supervise  work  of  the  Motor  Vehicle  Sales  Finance 

Division 

Hold  hearings  and  conferences  relative  to  all  matters 
subject  to  provisions  of  Motor  Vehicles  Sales  Finance  Act 
Handle  correspondence,  answer  inquiries  and  render 
decisions  on  all  subjects  pertaining  to  the  aforesaid  Act 
Make  reconanendations  with  regard  to  proposed  legislation 
and  policies  of  the  Dept. 

Discuss  matters  of  mutual  concern  with  Federal  Agencies 
Do  such  special  duties  as  are  assigned  by  the  Secretary 
of  Banking 

Supervise  work  of  Examiners  and  all  office  personnel  of 

Division 

Make  special  field  investigations  of  licensees  subject  to 

the  Act 

Confer  with  representatives  of  associations  of  Auto  Dealers, 

Finance  Companies  and  others  interested  in  advancing  the 
auto  industry 
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Advanced  Examiner 


Take  charge  of  a number  of  examiners  in  the  work  of  examining  the 
books,  accounts,  papers,  records,  documents  and  files  of  Sellers, 
Holders,  Sales  Finance  Companies,  Collector-Repos sessors  licensed 
under  the  "Motor  Vehicle  Sales  Finance  Act"  approved  June  28,  1947.. 
Take  charge  of  a number  of  examiners  in  the  work  of  investigating 
the  business  and  affairs  of  persons  engaging  in  the  business  con- 
templated by  the  Act  whether  or  not  licensed  by  the  "Administrator" . 
Outline  procedure  for  examination  and  investigation  as  required  by 
Chief  of  Division 

Make  information  in  connection  with  violation  of  provisions  of  Act 
Assist  as  needed  in  office  of  Motor  Vehicle  Finance  Division 

Senior  Examiner 


Examine  the  books,  accounts,  papers,  records,  documents  and  files 
of  Sellers,  Holders,  Sales  Finance  Companies,  Collector-Repossessors 
licensed  under  the  "Motor  Vehicle  Sales  Finance  Act" 

Investigate  the  business  and  affairs  of  persons  engaging  in  the 
business  contemplated  by  the  Act  whether  or  not  licensed  by  the 
"Administrator" 

Examiner 


Examine  the  books,  accounts,  papers,  records,  documents  and  files 
of  Sellers,  Holders,  and  Collector-Repossessors  licensed  under  the 
"Motor  Vehicle  Sales  Finance  Act" 

Assist  in  examination  of  Sales  Finance  Companies 

Assist  as  needed  in  office  of  Motor  Vehicle  Sales  Finance  Division 
Junior  Examiner 

Examine  the  books,  accounts,  papers,  records,  documents  and  files 
of  Sellers,  Holders,  Collector-Repossessors  licensed  under  the 
"Motor  Vehicle  Sales  Finance  Act" 

Assist  in  investigation  of  the  business  and  affairs  of  persons 
engaging  in  the  business  contemplated  by  the  Act  whether  or  not 
licensed  by  the  "Administrator" 


The  Chief  of  the  Division  reports  directly  to  the  Secretary  of  Banking  and 
in  his  absence  to  the  Deputy  so  designated 0 

An  examination  of  the  personnel  records  as  to  educational  background  of 
the  examiners  disclosed  that  four  of  the  six  were  college  graduates,  the  others 
having  graduated  from  high  schoolo  As  to  prior  experience,  the  records  dis- 
closed that  all  examiners  had  sufficient  experience  with  companies  engaged 
in  the  finance  business  as  to  warrant  their  employment  as  examiners 0 


The  Division  does  not  give  an  examination  to  applicants  for  the  position 


of  examiner  as  is  now  done  by  the  Bank  Examination  Bureau  in  the  case  of  applicants 


for  bank  examiner.  However „ a practical  examination  consisting  of  thirty-three 
(33)  questions  relating  to  the  Motor  Vehicle  Sales  Finance  Act  must  be  passed  by 
all  new  examiners  beforethey  are  assigned  to  make  any  examinations  of  licensees. 
As  in  the  case  of  the  other  divisions  of  the  Department  , examiners  and  other 
members  of  the  staff  require  political  sponsorship. 

The  average  age  and  length  of  service  Of  the  examiners  of  this  Division  is 
shown  below 


Average  Years 

Average 

of  Service 

Mi 

2 Advanced  Examiners 

4 1/2 

36-54 

45 

2 Ss%  Examiners 

2 3/4 

39-52 

45 

1 Examiner 

1 3/4 

32 

32 

_2_Jr0  Examiner 

3/4 

28 

28 

6_  Average  for  all  Examiners 

40 

Licenses  Issued 

Since  1947?  companies  engaged  in  the  business  of  financing  motor  vehicles  sales 
are  required  to  be  licensed  by  the  Motor  Vehicle  Sales  Finance  Division,  Such 


companies  must  obtain  a license  and  pay  a license  fee  for  each  office  operated. 


For  the  year  ending  September  3°»  1952 * the  number  of  licenses  issued  were  as 
follows ° 


lo  SALES  FINANCE 


Total  Licenses  Issued  645 


A 0 

Finance  Companies 

237 

B, 

National  Banks 

223 

G, 

State  Banks 

132 

D, 

Out-of-State  Finance  Companies 

44 

Eo 

Out-of-State  Banks 

9 

b45 

2 , COLLECTOR -REPOSSESSOR 

Total  Licenses  Issued  15 

3 , INSTALLMENT  SELLERS 

Total  Licenses  Issued  53^5 

Total  Amount 
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$64,500 
$ 1,500 


$119,050 


. 


In  additions  each  application  for  license  as  a sales  finance  company  and 
as  a collector-repossessor  must  be  accompanied  by  a bond  executed  by  a reput- 
able surety  company  in  the  amount  of  $5»000,  except  that  a bank  so  licensed 
may  file  a bond  executed  in  its  own  behalf  in  lieu  of  one  issued  by  a surety 
company., 

Examination  of  Licensees 

While  the  Department  of  Banking  is  required  to  make  annual  examinations 
in  the  case  of  banking  institutions , building  and  loan  associations , credit 
unions,  and  annual  investigations  in  the  case  of  small  loan  companies,  it  is 
not  required  to  do  so  in  the  case  of  companies  licensed  to  finance  motor  vehicles., 
This  Division,  however,  is  empowered  to  investigate,  at  any  time,  the  business 
and  affairs  and  to  examine  the  books,  accounts,  etc,  of  any  licensee  for  the 
purpose  of  discovering  violations  of  the  Motor  Vehicle  Sales  Finance  Act,  For 
the  purpose  of  this  report,  investigations  shall  be  referred  to  as  examinations,. 


The  number  of  licenses  issued  and  examinations  made  during  the  five  years 
October  1,  1947  to  September  30,  1952  were  as  follows: 


1947-48 

1948-49 

1949-50 

1950-31 

1951-52 

Number  of  Licensees: 

Installment  Sellers 

5168 

5283 

5068 

5102 

5305 

Sales  Finance 

640 

601 

613 

617 

645 

Collector-Re possessor 

17 

14 

17 

16 

15 

Number  of  Examinations : 

Installment  Sellers 

3419 

3186 

3155 

3328 

3052 

Sales  Finance 

170 

224 

181 

251 

246 

Collector  “Repossessor 

10 

8 

0 

0 

15 

The  Motor  Vehicle  Sales  Finance  Division  does 

not  examine  national  banks  or 

State  banks  especially  licensed  for  this 

purpose  0 

Examinations 

of  State 

banks  so 

licensed,  of  which  there  were 

132  in  the 

period  ending  September 

3°s  1952 

and  130 

in  the  period  ending  September  J>0 , 1951 , were  made  by  bank  examiners.,  It  is 
apparent  that,  though  national  banks  are  required  under  the  provisions  of  para- 
graphs two  (2)  and  eight  (8) , section  three  (3)  of  the  Motor  Vehicle  Sales  Finance 

- 70  - 


' 


■ 


Acts,  to  be  licensed  by  the  Department  of  Banking,  in  order  to  engage  in  th^ 
of  financing  the  sale  of  motor  vehicles,  the  Department  of  Banking  as  administrator 
of  the  Act,  is  not  taking  steps,  in  accordance  with  section  eleven  (11)  of  the  Act, 
to  investigate  such  national  bank  licensees,  to  ascertain  whether  they  are  operating 
in  compliance  with  the  provisions  of  the  Act.  In  fact,  we  are  advised  in  many 
instances  national  banks  became  licensees  only  after  the  Department  refused  per- 
mission to  installment  sellers  of  motor  vehicles  to  arrange  their  financing 
with  non-lieensees. 

Deducting  the  banking  institutions  and  out  of  state  sales  finance  companies 
from  the  number  of  sales  finance  licensees,  the  Division  was  required  to  examine 
only  237  sales  finance  companies  in  the  period  ending  September  3° » 1952.  There 
were  actually  246  examinations  made*,  The  44  out-of-state  companies  are  not 
presently  being  examined  because  of  the  expense  such  examinations  entail  and  the 
problem  of  getting  allowances  for  travel  outside  the  State . It  is  the  feeling 
of  the  Division,  however,  that  such  examinations  should  be  made,  at  least  on  a 
triennial  basis,  despite  the  fact  that  such  companies  readily  furnish  information 
to  the  Division  when  requested. 

The  examination  of  installment  sellers  and  sales  finance  companies  is  primarily 
for  the  purpose  of  determining  whether  licensees  are  complying  with  the  Act,  with 
respect  to  finance  charges,  the  manner  in  which  they  are  conducting  business,  the 
adequacy  of  records,  etc.  It  is  essentially  a policing  function  as  contrasted  to 
a protective  function  performed  by  bank  and  building  and  loan  association  examiners. 
In  the  four  years  ending  September  30,  1951 » examinations  have  resulted  in  the 
refunding  to  borrowers  of  $70 »5 23  in  unlawful  charges  made  by  installment  sellers 
and  sales  finance  licensees. 

In  the  case  of  installment  sellers,  3»052  examinations  were  made  in  the 
period  ending  September  3O9  1952?  compared  with  5?305  licensees.  The  reason  for 
this  is  because  of  the  concentration  of  such  licensees,  thus  reducing  travel  time, 
and  the  further  fact  that  the  examination  (investigation)  primarily  requires  only 
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a test-checking  of  contracts  as  to  finance  charges  and,  therefore,  is  not  time 
consuming.  Opinion  was  expressed  that,  since  the  majority  of  the  contracts  of 
installment  sellers  are  financed  through  sales  finance  companies,  a more  thorough 
examination  should  be  made  of  sales  finance  companies,  involving  proofs  of  sales 
contracts  held  and  careful  checking  of  the  charges  made.  This  should  develop  a 
greater  number  of  violations  of  the  provisions  of  the  Act  by  installment  sellers 
and,  consequently,  it  would  reduce  considerably  the  number  of  examinations  to 
be  made  of  installment  sellers. 

Regulations 

On  the  matter  of  regulations  pertaining  to  the  administration  of  the  Rotor 
Vehicle  Sales  Finance  Act,  it  was  stated  that  since  the  Act  itself  is  so  detailed, 
such  regulations  were  not  considered  necessary.  In  the  case  of  situations  not 
specifically  covered  in  the  Act,  and  in  the  absence  of  regulations,  an  opinion  is 
obtained  from  the  Attorney  General  to  cover  them. 

Need  for  Deputy  or  Assistant  Chief 

The  Chief  of  the  Division  stated  that  it  would  be  helpful  in  the  more  effect- 
ive administration  of  the  Division  if  a position  of  Deputy  or  Assistant  Chief  were 
created.  The  primary  duties  of  such  a Deputy  or  Assistant  'would  be  to  work  in 
the  field  among  the  examiners  to  check  more  closely  on  their  performance  and 
achieve  greater  uniformity  in  the  quality  of  the  whole  examination  process.  Under 
present  arrangements  such  a program  is  difficult  since  it  would  require  the 
absence  of  the  Chief  of  the  Division  to  quite  a considerable  extent.  There  is  a 
difference  of  opinion  as  to  whether  such  an  arrangement  would  achieve  better 
results  than  the  staff  conference  which  we  understand  is  now  being  held  annually. 
Files  and  Records 

All  of  the  files  and  records  of  the  Division  since  its  inception  are  con- 
tained in  appropriate  equipment  in  the  space  occupied  on  the  fourth  floor  of  the 
Education  Building,  It  may  be  possible,  as  part  of  a sound  and  well-planned 
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records  administration  program,  providing  for  careful  evaluation,  retention,  preser 
vation,  microfilming  and  disposition,  to  dispose  of  some  of  the  inactive  files  and 
records „ 

RECOMMENDATIONS 

1.  At  the  time  legislation  was  being  considered  and  drafted  by  the  Joint  State 

Government  Commission  to  regulate  the  sale  of  motor  vehicles,  the  plan  was  to 
place  the  motor  vehicle  sales-sales  finance  companies,  installment  sellers  and 
collector  repossessors,  as  well  as  the  consumer  discount  companies,  small  loan 
companies  and  pawnbrokers  all  under  the  administration  of  the  Pennsylvania 
Consumer  Credit  Commission,,  This  was  not  done,  and  under  a proposed  plan  of 
reorganization  of  the  Department  of  Banking  (see  page  85  ) it  is  recommended  the 

Motor  Vehicle  Sales  Finance  Division,  including  the  Consumer  Credit  Division,  be 
placed  under  the  direct  supervision  of  a Deputy  Secretary  of  Banking. 

2.  Consumer  Credit  Board  - See  recommendation  under  Consumer  Credit  Division, 
pages  64  and  65  of  this  report „ 

3.  That  the  223  national  bank  sales  finance  licensees  be  investigated  in  accord- 
ance with  the  provisions  of  the  Motor  Vehicle  Sales  Finance  Act,  or  that  the  Act 
be  amended  to  obviate  such  investigation  by  the  Department. 

4„  That  a more  thorough  examination  of  sales  finance  companies  be  made  which 
would  more  effectively  develop  the  number  of  violations  of  the  Act  by  installment 
sellers.  Thus  by  concentrating  on  sales  finance  companies,  it  would  necessarily 
reduce  the  number  of  examinations  to  be  made  of  installment  sellers, 

5.  That  the  files  and  records  of  the  Division  be  carefully  evaluated,  as  part  of 
a sound  and  well-planned  records  administration  program,  with  the  view  of  micro- 
filming and  disposing  of  those  which  are  inactive  and  no  longer  useful  or  necessary 
60  That  no  action  be  taken  regarding  the  appointment  of  a Deputy  or  Assistant  Chief 
of  the  Division,  until  a decision  is  reached  as  to  the  placing  of  this  Division  and 
the  Consumer  Credit  Division  under  the  direct  supervision  of  a Deputy  Secretary  of 
Banking. 
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Part-  ? 


GENERAL 

The  other  parts  of  this  report  contain  information,  statistical  data  and 
recommendations  pertaining  to  the  functional  operations  of  the  Bureaus  and 
Divisions  of  the  Department  of  Banking , In  this  section  are  included  factors 
having  to  do  with  the  general  operation  of  the  Department,  as  follows? 

1.  Organization 

Under  the  present  division  of  the  duties  and  responsibilities  of  the 
three  Deputy  Secretaries  of  Banking,  as  shown  in  the  organization  and  -staff 
assignment  chart  as  of  September  15,  1952  page  g/,.  each  has  charge  of  the 
review  and  necessary  correspondence  as  to  the  reports  of  examinations  of  banks, 
banks  and  trust  companies,  trust  companies,  and  savings  banks,  prepared  by  and 
received  from  the  three  examination  districts  into  which  the  Commonwealth  has 
been  dividedo  (Headquarters  offices  at  Philadelphia,  Harrisburg  and  Pittsburgho) 

In  addition,  other  general  correspondence  having  to  do  with  proposed 
changes  in  each  district,  such  as  capital  increases,  applications  for  branches, 
proposed  mergers,  consolidations,  conversions,  etc,  are  usually  referred  for 
consideration  to  the  Deputy  Secretary  in  charge  of  that  district „ Also,  the 
over-all  supervision  of  the  Executive  Bureau,  and  all  personnel  of  the  Depart- 
ment have  been  placed  under  the  supervision  of  the  Deputy  Secretary,  Senior 
Grade „ 

As  previously  stated,  the  Building  and  Loan  Bureau  is  in  charge  of  a 
Director,  and  the  Consumer  Credit  and  Motor  Vehicle  Sales  Finance  Divisions 
are  each  in  charge  of  a Chief, 

From  our  contacts  with  representatives  of  management  of  building  and 
loan  associations,  consumer  finance  and  small  loan  licensees,  we  have  ascer- 
tained there  is  a definite  feeling  that  these  subdivisions  of  financial 
institutions  under  the  supervision  of  the  Department  of  Banking  are  not  being 
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provided  with  the  same  quality  of  top  representation  as  are  the  institutions 
being  supervised  by  the  Bank  Examination  Bureau. 


RECOMMENDATIONS 


We  believe  the  adoption  of  the  following  recommendations  covering  suggested 
changes  in  organization  should  improve  the  operations  of  the  Department,  and 
place  it  in  a position  with  perhaps  some  later  minor  changes,  to  absorb  the 
greater  activity  in  banking  which  will  result  from  the  further  increase  in 
industrialization  in  eastern  Pennsylvania t 

(a)  Based  on  opinions  expressed  that,  as  bank  and  building  and  loan 
supervision  is  of  a protective  character,  while  that  of  the  licensees 
of  the  Consumer  Credit  and  Motor  Vehicle  Sales  Finance  Divisions 

is  of  a policing  nature,  the  logical  procedure  would  be  to  designate 
a Deputy  Secretary  of  Banking  to  be  in  direct  charge  of  bank  super- 
vision, a Deputy  Secretary  to  be  in  direct  charge  of  building  and 
loan  supervision,  in  place  of  the  present  position  of  Director  of 
the  B„  & L.  Bureau,  and  a Deputy  Secretary  to  be  in  direct  charge  of 
general  consumer  credit  licensee  supervision,, 

(b)  That,  as  a logical  plan  of  reorganization  of  the  Department-  of 
Banking,  the  position  of  Senior  Deputy  Secretary  of  Banking  be 
created,  which  would  provide  an  officers 

(1)  With  proper  rank,  to  whom  should  be  delegated  authority 
to  act  in  the  absence  of  the  Secretary  of  Banking, 

(2)  For  more  effective  functional  coordination  of  the  Depart- 
ment as  a whole, 

(3)  Who  would  perform  certain  duties  and  assume  responsibili- 
ties as  to  policy  and  administrative  matters  which  are  at 
present  diffused. 
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(c)  That  the  position  of  Administrative  Assistant  be  created,  to  be 
assigned  to  the  Deputy  Secretary  in  direct  charge  of  bank  supervision, 

in  order  to  free  him  from  routine  activities,  thus  enabling  this  Deputy  to 
devote  a greater  amount  of  his  time  to  more  important  matters  regarding 
bank  examination  and  general  supervision, 

(d)  That  the  three  district  offices  of  the  Building  & Loan  Bureau  at 
Philadelphia , Harrisburg  and  Pittsburgh  be  in  charge  of  a Supervising 

B,  & L,  Examiner,  to  provide  for  more  effective  control  of  examinations, 
and  their  attendant  problems.  To  accomplish  this,  it  is  suggested  that 
one  each  of  the  Special  B,  & L,  Examiner  positions  in  Philadelphia  and 
Harrisburg  be  changed  to  and  classified  as  Supervising  B,  & L„  Examiner, 
and  that  a new  position  as  Supervising  B,  & L,  Examiner  be  created  in 
Pittsburgh, 

These  various  organizational  changes  are  incorporated  in  the  proposed  reor- 
ganization chart,  page  85 „ 

2,  Merit  System 

Although  the  question  of  a proposed  state -wide  merit  system  and  civil 
service  is  being  covered  by  a separate  horizontal  survey,  the  purpose  of  cover- 
ing  the  matter  in  a limited  mariner  in  this  report,  is  to  record  the  opinions  of 
those  who  have  had  an  interest  in  the  application  of  civil  service  to  the 
officers  and  employees  of  the  Department  of  Banking,  as  follows i 

In  recent  years  certain  Secretaries  of  Banking  and  other  officers  of  the 
Department  of  Banking  have  advocated  placing  the  employees  of  the  Department 
under  civil  service. 

During  the  course  of  this  survey,  the  application  of  civil  service  to  cover 
the  officers  and  employees  of  the  Department  of  Banking  was  discussed  with  the 
Secretary  of  Banking,  the  Deputies,  the  Director  of  the  B„  & L,  Bureau,  the 
Chiefs  of  the  Consumer  Credit  and  Motor  Vehicle  Sales  Finan.ce  Divisions,  as 
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well  as  one  of  the  Chief  Examiners „ They  all  vigorously  advocated  the  adoption 
of  a sound  and  adequate  merit  system  to  cover  all  employees  of  the  Department, 
Banking  and  building  and  loan  management,  as  well  as  representatives  of 
the  Pennsylvania  Bankers  Association,  the  Pennsylvania  Savings  & Loan  League, 
the  Pennsylvania  Industrial  Bankers  Association  and  the  Pennsylvania  Consumer 
Finance  Association,  with  whom  we  discussed  this  matter  also  vigorously 
advocated  the  adoption  of  a merit  system.  It  was  the  concensus  of  opinion  that 
placing  the  employees  of  the  Department  under  civil  service  would  tend  to  achieve 
the  followings 

(a)  Eliminate  the  requirement  for  political  sponsorship, 

(b)  Make  service  with  the  Department  attractive  as  a career  through 
a sound  program  of  recruitment,  classification  and  examination,  with 
adequate  compensation,  promotional  opportunities,  retirement  provisions, 
etc,,  in  order  to  assure  obtaining  and  retaining  the  best  qualified 
person  for  every  position  in  the  Department, 

(Note  A;  Because  the  Department  of  Banking  is  supported  entirely  by  the 
chartered  institutions,  as  well  as  the  licensees  subject  to  its  supervision, 
the  Pennsylvania  Bankers  Association  recommended  placing  all  of  the  employees, 
except  the  Secretary  of  Banking  and  a Special  Deputy,  if  any,  under  civil  service, 
and  recently  drafted  proposed  legislation  to  accomplish  this,) 

(Note  Bs  It  was  recommended  by  some  banks,  as  there  may  be  difficulty  in  placing 
the  entire  Department  immediately  under  civil  service,  a start  be  made  with  field 
examiners  only.  This  may  be  for  the  reason  that  some  representatives  of  bank 
management  are  not  aware  of  certain  other  technical  personnel  employed  in  the 
Department,  Therefore,  it  is  recommended  that  at  least  all  of  the  field 
examiners,  as  well  as  the  other  technical  personnel,  be  covered  by  a merit 
system,  except  the  Secretary  of  Banking,  one  Special  Deputy,  and  one  confidential 
secretary  for  each,  if  need  be,) 

- 77  - 


(Note  Cs  It  was  the  opinion  of  the  Banking  Members  of  the  Task  Force  that  the 


entire  personnel 3 with  the  exceptions  noted  above ? and  as  recommended  by  the 
Pennsylvania  Bankers  Association*  be  placed  under  civil  service,) 

3„  Comparative  Data  regarding  Salaries,  Procedure  of  Appointment  and 
Promotion  of  Bank  and  Building  & Loan  Examiners,  Including  Allowances  for 
Transportation,  Lodging,  Subsistence,  Vacation  & Sick  Leaves. 

I 

In  order  that  comparison  of  the  above  information  may  be  made  as  to  bank 
examiners * Tables  12  and  13 , pages  114=11?  provide  this  data  for  Pennsylvania , 

New  York  (where  a merit  system  has  been  in  effect  for  many  years)  and  the  three 
(3)  Federal  bank  supervisory  agencies. 

Tables  14  and  15 9 pages  118-120  contain  similar  information  pertaining  to 
building  and  loan  examiners 9 comparison  being  made  with  examiners  of  the  Home  Loan 
Bank  Board,,  whose  examiners  make  joint  examinations  of  insured  Pennsylvania  build- 
ing and  loan  associations  with  Pennsylvania  building  and  loan  examiners „ The 
H,L,B„B„  examiners  also  examine  Federal  savings  and  loan  associations, 

4,  Comparative  Personal  Service  Costs 

While  no  attempt  was  made  to  provide  comparisons  for  members  of  the  staff 
of  the  Department  of  Banking,,  other  than  bank  and  building  and  loan  examiners 9 
it  is  pertinent  to  note  there  has  been  a consistent  reduction  in  the  total 
number  of  employees  of  the  Department,  In  1934  the  Joint  Legislative  Committee 
on  Finances  reported  that  the  highest  number  of  personnel  in  the  Department  of 
Banking  was  256  as  of  May  31*  1932  (salaries  of  253  personnel  as  of  March  1, 

1933  totaled  $6175,960,)  In  January  1941*  the  Joint  State  Government  Commission 
of  the  General  Assembly  reported  that,  as  of  June  1,  1940,  the  number  of 
personnel  in  the  Department  was  204*  at  an  annual  salary  of  $498,250,  Table  5 
of  this  report  discloses  as  of  September  15,  1952  a reduction  of  personnel  in 
the  Department  to  125,  while  total  annual  compensation  is  reported  as  $623*808, 
Table  10  of  this  report  shows  the  reduction  in  the  number  of  personnel  as  noted 


above,  but  that  the  average  annual  salary  had  increased  from  slightly  in  excess 
of  $2,400  in  1933  to  $4,950  in  1952,  The  increase  in  average  compensation  has 
resulted,  for  the  most  part,  from  two  factors,  namely,  the  need  to  retain  or 
substitute  competent  personnel,  and  the  requirement  to  bring  compensation  more 
in  line  with  increased  living  costs,, 

One  of  the  reasons  making  possible  the  reduction  in  the  personnel  of  the 
Department,  is  that  an  amendment  to  Section  ll-(k)  of  the  Federal  Reserve  Act, 
effective  October  23,  1935,  served  to  eliminate  the  examination  of  trust 
departments  of  national  banks  by  the  bank  supervisory  authorities  of  the  various 
states.  We  were  advised  that  after  the  effective  date  of  this  amendment,  235 
national  banks  in  Pennsylvania  voluntarily  arranged  with  the  Department  of 
Banking  for  examination  of  their  trust  departments.  By  1945  this  number  had 
been  reduced  to  95,  and  it  was  decided  to  discontinue  examinations  of  trust 
departments  of  national  banks  as  of  the  close  of  1945 » Accordingly,  the 
Secretary  of  Banking,  by  letter  dated  November  14,  1945,  advised  the  Judges  of 
the  Orphans’  Courts  of  the  various  counties  in  the  Commonwealth  to  that  effect. 

Improved  conditions  of  banking  institutions  in  Pennsylvania  have  also 
aided  in  making  possible  a reduction  in  the  number  of  personnel  in  the  Depart- 
ment of  Banking, 

To  the  extent  we  were  able  to  analyze  the  operations  of  the  Department, 
in  our  opinion,  an  important  factor  in  effecting  this  reduction  is  that  the 
Secretary  of  Banking  and  his  subordinate  officers  are  discharging  their 
responsibilities  with  fidelity,  and  the  staff  as  a whole  are  performing  their 
duties  in  an  efficient  manner.  The  result  has  been  to  make  it  possible  for 
the  Department  to  discharge  the  increasing  obligations  placed  upon  it  by  chang- 
ing laws,  and  the  increased  volume  of  banking  business,  while  at  the  same  time 
effecting  an  appreciable  reduction  in  the  number  of  its  personnel. 
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(Note:  A simple  illustration  of  how  tne  Department  has  endeavored  to  effect 

economies,*  was  the  elimination  of  a chauffer  position  as  of  August  31*  1952*  as 
the  result  of  the  sale  of  the  Department’s  limousine*  which  the  Secretary  of 
Banking  felt  was  not  necessary,,) 

5 o Departmental  Handbooks  or  Manuals  as  Examiner  Training 
We  inquired  as  to  the  extent  to  which  handbooks  or  manuals  of  procedure  had 
been  prepared  and  are  in  use  by  the  various  bureaus  and  divisions  in  the  training 
of  their  field  examiners 0 We  were  advised  there  are  none*  but  that  in  general* 
the  information  required  for  the  compilation  of  the  reports  for  the  various 
types  of  examinations  made*  and  the  obtaining  of  information  required  to  complete 
questions  which  are  a part  of  such  reports*  provide  more  or  less  automatically 
the  equivalent  of  procedure  handbooks  or  manuals „ 

( a ) Procedure  Applicable  to  Bank  Examiners : 

With  the  exception  of  examiner  conferences  which  have  been  held  biennially* 
basically  other  training  is  represented  by  on-the-job  experience,,  Generally 
inexperienced  examiners  are  assigned  the  more  routine  tasks  and  as  they  be- 
come  more  competent*  their  assignments  include  more  important  phases  of 
examination  detail*  until  they  attain  experience  in  evaluating  the  various 
schedules  and  data  prepared  by  other  examiners  regarding  details  of  the 
same  examination,,  The  next  step  in  training  is  the  assembling  of 
factors  for  consideration  with  management  of  the-  bank  under  examination 
and  the  writing  of  the  final  report 0 As  these  various  steps  require 
several  years*  depending  on  the  individual  and  his  early  training  in 
banking*  the  work  involved  in  obtaining  information  to  include  in  the 
various  report  schedules  has  also  added  to  the  experience  of  the  examiner* 
preparing  him  for  the  time  when  he  can  be  assigned  to  be  in  charge  of 
the  examination  of  smaller  institutions „ Further  years  of  experience 
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with  examination  of  institutions  of  varying  sizes  serve  to  qualify  the 
examiner  eventually  to  be  in  charge  of  examinations  of  the  largest  institu- 
tions under  the  supervision  of  the  Department, 

While  the  detail  of  examination  of  a trust  department  is  of  a different 
character,  progression  in  the  various  steps  of  such  examinations  similarly 
provides  the  necessary  examiner  training  and  development,  until  he  is 
sufficiently  competent  to  be  assigned  in  charge  of  such  examinations, 

(b)  Procedure  Applicable  to  Building  and  Loan  Examiners; 

As  examinations  of  building  and  loan  associations  are  mostly,  except 
for  the  larger  ones,  conducted  by  one  examiner,  an  inexperienced  examiner 
usually  accompanies  an  experienced  examiner  until  he  is  able  to  function 
by  himself,  starting  with  the  smaller  associations  and  progressing  in 
size  of  associations  as  he  becomes  more  experienced, 

(c)  Procedure-  Applicable  to  Consumer  Credit  and  Motor  Vehicle  Sales 

Finance  Examiners? 

With  the  exception  of  credit  unions,  the  Department  is  empowered  to 
investigate  the  licensees  operating  under  the  provisions  of  the  various 
Acts,  which  investigation  is  of  a policing  nature.  As  stated  elsewhere, 
for  the  purpose  of  this  report,  investigations  have  been  referred  to  as 
examinations.  New  examiners  are  briefed  as  to  the  provisions  of  the 
various  Acts,  the  types  of  contracts  to  be  reviewed  or  assets  to  be 
examined,  and  the  character  of  the  violations  for  which  their  examina- 
tions are  undertaken.  In  the  case  of  the  Motor  Vehicle  Sales  Finance 
Division,  a briefing  examination  elsewhere  referred  to,  must  also  be 
passed  before  an  examiner  is  permitted  to  make  examinations  of 
licensees. 
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Conclusion 


It  is  felt  the  procedures  which  are  followed  as  outlined  above  adequately 
provide  the  basic  and  progressive  training  necessary  for  proper  examiner 
development,  and  that  the  preparation  and  proper  maintenance  of  currently  useful 
examiner  handbooks  or  manuals  is,  therefore,  not  vitally  necessary,.  However,  we 
believe  a handbook  or  manual,  in  loose-leaf  form,  providing  information  as  to 
the  general  background  of  the  Department,  its  origin  and  history,  organization 
chart,  present  bureaus  and  divisions  and  their  functions,  sources  of  income, 
etc.,  would  be  helpful  to  all  new  employees,  especially  the  examining  and 
technical  staffs, 

60  Location  of  Offices 

Harrisburg  - Rooms  425,  426,  427,  430,  431,  433,  434,  435,  436,  437,  433, 
438=A,  439,  446,  449,  450,  453  and  479,  Education  Building,  Total  10,257  square 
feet, 

Pittsburgh  - Rooms  908,  909,  910  and  911,  ninth  floor,  Commonwealth  Build- 
ing, 312  Fourth  Avenue o Total  1,653  square  feet. 

Philadelphia  - Room  366,  Broad  Street  Station  Building,  1617  Pennsylvania 
Boulevard.  Total  2,559  square  feet. 

7»  Bonded  employees  of  the  Department  of  Banking 


Amount 

Expiration 

Date 

L.  Mo  Campbell,  Secretary 

$50,000 

1-18-55 

R0  W.  Doty,  Deputy  Secretary 

25,000 

10-12-52  * 

Fred  Wigfield,  Jr.,  Deputy  Secretary 

25,000 

1-8-53 

Christian  H„  Brandt,  Deputy  Secretary 

25,000 

10-16-52  * 

Wm.  Ro  Saussaman,  Comptroller 

10,000 

11-30-52 

Ralph  Wo  Reitzel,  Supervisor  of  Reports 

10,000 

7-15-53 

James  A.  Machlan,  Mail  Clerk 

1,000 

10-27-52  * 

Howard  E0  Stoner,  Revenue  Agent 

2,000 

8-1-53 

"■Renewed 
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Sc  Mechanical  Office  Equipment 


The  number  of  various  kinds  of  office  machines  in  the  Department  of  Banking 


is  as  follows s 


(a)  Harrisburg  Office 


Classification 


Number 


Typewriters  8 

24 

12 

1 

Adding  Machines  4 

7 

Calculators  2 

Comptometer  1 

Postage  Meter  1 

Mimeograph  1 

Addressograph  1 

Graphotype  1 


(b)  Philadelphia  Office 

Typewriters 

Adding  Machines 

Comptometer 

Calculator 


6 

6 

2 

1 

1 

1 


(c)  Pittsburgh  Office 


Typewriters 
Adding  Machines 


TOTAL 


SUMMARY 


Typewriter  62 
Adding  Machine  1? 
Comptometer  2 
Calculator  3 
Postage  Meter  1 
Addressograph  1 
Graphotype  1 
Mimeograph  1 

TOTAL  88 


Condition 


New 

Good 

Fair 

Poor 

New 

Good 

Good 

Good 

New 

Good 

Good 

Good 


New 

Good* 

Fairly  New 
Good 
Good 
Good 


Good 

New 

Good 


* These  six  typewriters  were  not  traded  in  when  new  machines  were  purchased  as 
it  was  felt  their  condition  was  such  as  to  warrant  their  future  use  at 
Philadelphia  or  Harrisburg  and  had  more  value  for  this  purpose  than  their 
trade-in  allowance  value „ 
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j Pennsylvania  Securities 
Commission 

Receiver 

; Secretary  of  Banking 
Member  Ex~0ffielo 
3 members 
not  including 
; Secretary  of  Banking 



Deputy 

Secretary  of  tanking  i 

i - $9>  900 


Bank  Examination 
Philadelphia 


Chief  Bank  Examiner 
1 - $8,748 
1 - 7,590 
Special  Examiners 
4 = $6,684 
- 6,354 

Bank  Examiner 
= $5?7i8 
Bank  Examiners 


$5,136 


1 

Prin 
1 

Advc 
2 

Sp0  Bank  Examiner 
3 - $4,350 
5 - 4,770 
3 - 4,556 
Examiners 
1 = $4,110 
1 - 3,870 


1 

Motor  Vehicle 

Sales  Finance  Division  * 

Chief.,  M Vo  So  Fc  I 

1 - $7,590 


AdVo  Examiner 
l - $5,334 
1 - 5,136 

Sr„  Examiner 
i - $4,770 
1 - 4,536 

Examiner 
1 ~ $4*110 

Jr-o  Examiner 

1 - $3,528 


Sr,,  StenOo  See.y,, 

1 - $2,370  “ 

Sr0  Steno c Clerk 
1 - $2,154 


Consumer  Credit 
Division 

■ ~j 


Chief*  Conso  Credit 
1 - $8*172 

Special  Examiner 

1 = $6*684 

Advo  Examiner 

2 - $5,136 
Examine  r 

1 ...  $4*356 

Sr0  StenOo  Secy0 

2 = $3,222 

Sr0  Correso  Stano0 
1 = $3,222 
Prl.no  Steno a Clerk 

1 » $2*370 


Sr„  StenOo  Seey» 
1 - $3,330  * 
Sp<,  StenOo  Clerk 
1 - $2,460 
Prin0  Typist 
1 - $2*460 
StenOo  Typists 
3 = $2*262 


DEPARTMENT  OF  BANKING 


Commonwealth  of  Pennsylvania 

ORGANIZATION  AND  STAFF  ASSIGNMENT  CHART  AS  CF  SEPTEMBER  15,  I352 


! Secretary  of  Banking 

1 - $15,000 


Executive 

Assistant 


$4*356 


Deputy 
Secretary  of  Banking  ! 


1 


$11,004 


u 


Bank  Examination 
Pittsburgh 


Comptroller 
1 - $8,172 


| Chief  Bank  Examiner 

1 - $7,590 

Special  Examiners 

2 = $6*684 

Prill  o Bank  Examiners 

! 4 - $5,718 

i AdVo  Bank  Examiners 

! 1 - $5,334 

2 - 5,136 

| Senior  Bank  Examiners 

2 = $4*770 


. : 


Executive  Bureau 


j Examiners 


2 = $4,110 
2 ~ 3,870 


! AdVo  Steno 


Jecy» 


1 - $3*420 
Jr o Correso  StenOo 
1 - $2,154 


1 Accounting  & 

Reports  A 

! ..Budget 

StatisticE 

Senior  Auditor 

j Chief  Superv,  Repor 

1 ~ $5,136 

1 - $6,102 

Supervo  Bookkeeper 
I - $4,356 

Report  Analyst 

1 - $4,596 

Jr.-  Report  Examiner 

Sr,  Statistician 

1 - $3,672 

1 - $4,356 

Print,  StenOo  Secy<> 

Asst-c  Invest  Analy 

1 - $3,762 

1 - $3  S26 

... 

Adv»  Assignment  Cle 

1 • *3,222 

Prino  Steno  Clerk 

1 - $2,562 

Sr 0 Ste:  ' Clerk 

1 - $2*460 


Banking  Board 
Chairman 

Secretary  of  Banking 
(no  salary) 

11  members 
including  Chairman 


Building  & Loan  Board 
Chairman 

Secretary  of  Banking 
(no  salary) 

9 members 

including  Chairnan 


Building  & Loan 
Bureau 


Stenographic  & 
L Clerical 


Prin0  Steno<,  Secy* 
2 - $3,762 
AdVo  StenOo  Seoy« 

1 - $3,330 

i Src  StenOo  Secy<> 

2 - $3,222 

Pr<>  Typist  Clerk 

1 ~ $2,562 
i AdVo  ife.il  Clerk 

1 - $2, 364 

! Sr»  StenOo  Clerk 
1 - $2,262 
| C le  rk 

1 - $2,262 
Sr„  Janitrsss 

2 - $1,704 


Director 

i 1 - $8,172 

r — - 

Philadelphia; 

! Spaco  Bo  & i.0  Examine  r- 
i - $6,684 
3 - 6,354 

Prin»  B & L0  Examiner 

3 - $5,718 
l - 6,102 

AdVo  Bo  & Lo  Examiner 

1 - $5,520 

4 - 5,136 

1 Sr,  StenOo  Secy, 

1 - $3,222 

Harr!  sbur-g ; 

i Speco  Bo  & L,  Examiner  ! 

1 - $6,354 

Ad  Vo  Bo  § Lo  Examiner 

1 - $5,334 

AdVo  StenOo  Secyo 

1 - $3,420 
Spec,  Steno,  Clerk 

1 - $3,222  | 

l 

Pittsburgh s 

, Prino  Bo  & Lo  Examiner  j 

! 2 - $5,718 

^avo  3o  & Lo  Examiner 
1 - *5,334  1 


Deputy 

Secretary  of  Banking 


Chief  Bank  Examiner 
1 vacant 

Special  Examiners 
4 - $6,684 
Print,  Bank  Examiner 
1 - $5,718 
AdVo  Bank  Examiner 
1 = $5,520 

1 - 5,136 

Sr0  Bank  Examiner 
I - $4,596 
Examiners 
1 - $4,110 

1 - 3,870 

Stenographic  and 
clerical  services 
I are  provided  by 
Executive  Bureau 

4 — — — — 


Stenographic  and  Clerical  i 


2 Prin,  Steno,  SecySo 

1 Adv,  StenOo  Secy„ 

2 Sro  Steno,  SecySo 
1 Pr,  Typist  Clerk 
1 AdVo  1'ail  Clerk 

1 Src  StenOo  Clerk 
1 Clerk 

_2_  Sro  Janitors 
11  Total 


I 

I 


TOTAL  129 
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Part  8 


PENNSYLVANIA  SECURITIES  COMMISSION 


GENERAL  STATEMENT 

The  Pennsylvania  Securities  Commission  was  created  by  an  amendment  to  the 
Administrative  Code  approved  April  13s,  1927s,  and  Is  vested  with  the  administration 
and  enforcement  of  the  provisions  of  "The  Pennsylvania  Securities  Act„"  The  Com- 
mission is  composed  of  three  (3)  Commissioners , one  of  whom  is  designated  Chairman 
by  the  Governor , and  the  Secretary  of  Banking  is  an  ex-officio  member  of  the  Com- 
mission,, They  are  appointed  for  a term  of  four  (4-)  years , with  the  advice  and  con- 
sent of  the  Senate o All  of  the  employees , agents  and  investigators  for  the  Com- 
mission are  appointed  by  the  Secretary  of  Banking , with  the  approval  of  the  Governor „ 

A reenacted  and  amended  Pennsylvania  Securities  Act  was  passed  by  the  19^-0~^1 
session  of  the  Legislature  and  approved  by  the  Governor  on  July  10 , 19^-1 „ "The 
Pennsylvania  Securities  Act"  provides  for  the  registration  of  dealers  and  salesmen 
who  are  engaged  in  the  business  of  offering  securities  to  the  public  in  Pennsyl- 
vania or  undertaking  to  dispose  of  securities  for  the  public  and , with  the  amend- 
ments, now  provides  for  the  registration  and  regulation  of  persons  and  entities 
engaged  in  the  business  of  investment  advisers  and  of  solicitors  for  investment 
advisers o 


Section  15  of  the  Act  provides  % 

"If  the  Commission  at  any  time  has  reason  to  believe  that  any  registered 
dealer  or  investment  adviser  has  become  of  bad  repute , that  his  plan  of  business 
has  become  unfair,  unjust  or  inequitable,  or  is  being  conducted  in  an  unfair,  un- 
just or  inequitable  manner,  that  he  has  become  of  insufficient  financial  respons- 
ibility to  deal  with  the  public,  that  he  has  in  any  way  violated,  or  is  violating, 
or  is  about  to  violate,  any  of  the  provisions  of  this  Act,  or  has  been  guilty  of 
any  fraud  or  fraudulani  practice,  then  the  Commission  may,  after  hearing  and 
having  reasonable  cause  to  so  believe,  refuse  to  renew  or  revoke  said  dealer* s 
or  investment  adviser* s registration,, " 

From  this  action  of  the  Commission,  provisions  are  made  for  an  appeal  to 
Dauphin  County  Court, 

The  Commission  is  also  vested  with  authority  to  institute  criminal  prose- 
cution for  violation  of  the  provisions  of  "The  Pennsylvania  Securities  Act"  and 
may  bring  an  action  in  the  name  and  on  uehalf  of  the  Commonwealth  of  Pennsylvania 
against  any  person  to  enjoin  such  person  from  doing  any  act  or  acts  in  violation 
of  the  provisions  of  "The  Pennsylvania  Securities  Act"0 

(Note:  Additional  historical  information  is  contained  in  Appendices 

A and  Bo ) 
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Personnel 


As  of  September  15,  1952 , the  Commission  was  staffed  with  the  following 
employees? 


Monthly 

Salary 

Number 

Payroll  Title 

Rate 

Monthly 

Annual 

1 

Chairman,  Commission 

$875.00 

$ 875.OO 

$10,500.00 

2 

M emb  er  s , C ommi s s i on 

833.33 

1 s666.66 

20 ,000.00 

1 

Secretary 

493.00 

493.00 

5,916.00 

4 

TOTAL 

Investigation  Division 

$3, 03U66 

$36,416.0 6 

i 

Head  Securities  Investigator 
Examination  Division 

444.50 

$ 444.50 

$ 5»33Uoo 

2 

Sr.  Securities  Examiner 
Secretarial  Division 

383.00 

$ 766.00 

$ 9,192.00 

1 

Principal  Hearing  Steno. 

322.50 

322.50 

3,870.00 

1 

Head  File  Clerk 

254.50 

254.50 

3,054.00 

2 

TOTAL 

Registration  Division 

$ 577.00 

$ 6,924.00 

1 

Sr.  Steno.  Clerk 

205.00 

205.00 

2,46o.oo 

1 

Steno.  Typist 

205.00 

205.00 

2/460.00 

1 

Registration  Clerk 

205.00 

205.00 

2846o.oo 

1 

Jr.  Record  Clerk 

179.50 

179.50 

2,154.00 

1 

Senior  Messenger 

179.50 

179.50 

2,154.00 

i 

Senior  Janitress 

134.00 

134.00 

1,608.00 

6 

TOTAL 

$1,108.00 

$13,296.00 

15 

GRAND  TOTAL 

$5,930.16 

$71,162.00 
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Definition  of  Duties  of  the  Technical  Staff 


The  duties  of  the  technical  staff  are  as  follows; 

Secretary  of  the  Commission 

Time 

50 fo  Handle  all  correspondence,, 

20^  Confer  with  individuals  having  business  with  the  Commission 
lO^o  Attend  Commission  meetings  and  present  all  matters  requiring  official 
action,, 

10^>  Examine  and  recommend  approval  or  disapproval  of  all  salesmens  and 
solicitors*  applications 0 

10fo  Examine  circulars 8 prospect!  and  literature  and  recommend  acceptance 
or  rejection o 

Supervise  entire  staff  of  Pennac  Securities  Commission,, 

Periodical  Duties; 

Review  annual  renewal  applications  of  dealers 9 investment  advisers 9 
salesmen  and  solicitors  „ and  recommend  approval  or  disapproval  of 
same,, 

Head  Securities  Investigator 

25%  Analyze  all  applications  for  registration  as  dealers  in  securities 
and  investment  advisers  and  accept  such  applications  for  filing,, 

2Sfo  Assemble  informations  and  write  analysis  together  with  recommendation 
for  presentation  to  the  Commission  for  approval  cr  refusal „ 

25$  Handle  all  applications  for  amended  registration  resulting  from  changes 
in  personnel  j,  off  ice  addresses  or  plan  of  business  of  dealers  in 
securities  or  investment  advisers „ 

9fo  Maintain  list  of  dealers  and  investment  advisers  required  to  submit 
special  periodical  reports „ 

Periodical  Duties; 

5^  Attend  all  hearings  in  connection  with  applications  for  registration 
of  dealers  in  securities  and  investment  advisers „ 

IO5&  Examine  annual  renewal  applications  of  all  registrants  s both  dealers 
in  securities  and  investment  advisers  and  submit  rec-ommendationse 
5 °jo  Attend  hearings  of  the  Commission  at  which  the  suspension  or  revocation 

of  any  registered  dealer  in  securities s or  registered  investment 
adviser 9 may  be  under  consideration  as  a result  of  violations  of  the 
Pernuo  Securities  Act„ 

Infrequent  Duties; 

Examine  the  books  of  any  registered  dealer  in  securities  or  investment 
adviser  as  required,, 

Investigate  any  complaints  or  evidence  of  violation  of  the  Penna„ 
Securities  Act,  securing  statements  and  affidavits 3 preparing  reports 
and  recommendations s lodging  information  for  warrants ? testifying  at 
hearings  and  trials „ 
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Sr;  Securities  Examiner 

Time 

^>QFjo  Investigate  any  complaints  or  evidence  of  violation  of  the  Pennsylvania 
Securitites  Act, 

10/o  Secure  statements  and  affidavits, 

10%  Prepare  reports  and  recommendations. 

% Lodge  information  for  warrants, 

10fo  Testify  at  hearings  and  trials. 

Periodical  Duties? 

X0/i)  Attend  hearings  of  the  Commission  at  which  suspension  or  revocation  of 
any  registered  dealer  or  investment  adviser,  salesman  or  solicitor  may 
be  under  consideration  resulting  from  violation  of  the  Pennsylvania 
Securities  Act, 

5 °jo  Aid  hearing  examiner  in  securing  information  required, 

'Technical  Staff  Educational  and  Experience  Data 

A review  of  the  records  of  the  technical  staff  was  made.  'Their  educational 


background  is  uniformly  satisfactory.  As  the  major  part  of  the  duties  of  the 
technical  staff  is  of  a policing  nature,  their  experience  records  are  such  as 
to  qualify  them  to  carry  out  their  duties  in  a satisfactory  manner. 

The  following  is  a summary  as  to  age  and  service  records? 


1 Secretary 

1 Head  Sec,  Investigator 

2 Sr,  Sec,  Examiners 

4 

At  present  no  examination  is  given  applicants  for  technical  positions  similar 
to  that  -’squired  of  the  candidates  for  the  position  of  bank  examiner.  Political 


Average  Years 
of  Service 


2i 


11 

4=1/4 


67 

54 

46=48 


67 

54 

47 


10 


46=67 


54 


sponsorship  is  required. 

Operation  of  the  Commission 

The  headquarters  of  the  Commission  is  in  Harrisburg  and  is  located  at 
215  North  Second  Street,  The  senior  securities  examiners  are  headquartered  in 
Philadelphia  and  Pittsburgh, 

The  Commission  supervises  the  registration  of  all  dealers  and  salesmen 
engaged  in  the  investment  business  and  of  all  investment  advisers  and  the 
solicitors  of  investment  advisers, 
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The  number  of  each  class  of  registrant  for  the  past  five  years  was  as 


follows? 

Date 

Dealers 

Investment 

Advisers 

Salesmen 

Solicitors 

May  31,  19^8 

445 

67 

2,445 

55 

May  31,  19^9 

449 

67 

2,407 

53 

May  31,  1950 

457 

72 

2,488 

55 

May  31,  1951 

4-81 

67 

2,568 

52 

May  31,  1952 

516 

66 

2,716 

49 

Registrants  are  required  to  pay  the  following  fees? 

(a)  For  the  filing  of  any  original  or  renewal  application  $10o00 

(b)  For  each  registration  certificate  of  a dealer  of 

investment  adviser  60o00 

(c)  For  each  registration  certificate  of  a salesman  or 

solicitor  15°00 

(d)  For  each  registration  certificate  of  a dealer  or 

investment  adviser  issued  after  June  30"feh  of  any  year  30o00 

(e)  For  each  amended  registration  certificate  20o00 

(f)  For  filing  of  a notice  of  a proposed  change  in  a 

dealer’s  or  investment  adviser’s  plan  of  business  20o00 

(g)  For  each  duplicate  of  a registration  certificate  of 

a dealer  or  investment  adviser  20o00 

The  Commissioners  pass  upon  all  applications  for  registration  of  dealers , 
salesmen s investment  advisers  and  solicitors , and  all  applicants  are  checked 
by  the  examiners  as  to  their  qualifications  before  the  applications  are  sub- 
mitted to  the  Commission  for  consideration  Also,,  the  offering  of  all  corporate 
securities  through  registered  dealers  is  passed  on  by  the  Commission  before 
they  are  sold  in  the  Commonwealth.,  This  is  done  by  requiring  the  filing  of  the 
prospectus  in  which  full  disclosure  of  all  facts  upon  which  a prospective  pur- 
chaser can  base  his  judgment  before  investment  is  made  or  by  licensing  as  a 
dealer  the  issuing  company  to  sell  its  own  securities 0 
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Hearings  are  Held  on  applications , revocations a and  refusals  to  register 0 
For  the  past  five  years  the  number  of  hearings  held  by  the  Commission  was  as 
follows? 

Year 

194-8 
194-9 

1950 

1951 

1952  (1st  half)  14- 

The  Commission j,  for  the  past  25  years  „ has  issued  an  annual  report  briefly 
summarizing  its  activities c It  contains  statistics  relating  to  the  number  of 
registrations  granted  during  the  years  prosecutions 9 cease  and  desist  orders 
issued;,  the  names  and  addresses  of  all  registered  dealers  and  investment  advisers 
and  a financial  statement 0 

The  annual  reports  show  that  the  number  of  individuals  and  companies  notified 
to  cease  and  desist  from  offering  securities  in  the  Commonwealth 8 until  registered, 
during  the  past  five  years  was  as  follows? 

NOo  of 

Year  endin g June  30  Cease  and  Desist  Orders 

194-8  27 

194-9  50 

1950  52 

1951  34- 

1952  22 

The  Commission  cooperates  closely  with  other  organizations s such  as  the 
National  Association  of  Securities  Dealers „ the  Pennsylvania  Bankers*  Association,, 
the  State  Chamber  of  Commerce  and  the  Better  Business  Bureau  by  the  exchange  of 
information  relating  to  violations  of  the  law0 
Receipts  and  Expenses 

The  income  of  the  Commission  is  derived  principally  from  filing  and 

registration  feesc  Funds  are  credited  to  the  General  Fund  from  which  it 

receives  an  appropriation  to  meet  its  operating  expenses 0 As  shown  in  Table  1 

revenues  have  exceeded  expenses  in  each  of  the  five  years  194-8  to  1952 
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10 

15 

19 

12 
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During  this  period  expenses  have  increased  from  $50,327  in  1947-48  to 
$84- 9670  in  195'l=52o  This  has  been  due  principally  to  increased  salaries  and 
to  the  removal  of  the  Commission* s offices  from  the  Education  Building  to 
leased  quarters  on  North  Second  Street , for  which  the  Commission  is  now  paying 
a rental  of  $12 8 000  a year„ 

Files  and  Records 

Extensive  files  axe  maintained  by  the  Commission  which  require  approximately 
ls070  square  feet  of  floor  space  or  approximately  18  percent  of  the  total  5S800 
square  feet  occupied  by  the  Commission’s  offices 0 An  inventory  of  the  files  and 
the  purposes  for  which  they  are  used  is  as  follows; 

Number  of  four-drawer  cabinets 

26  — = Inactive  salesmen,,  File  folders  for  each  salesman  who  has  at 
one  time  been  registered  with  the  Commission,  but  whose  reg- 
istration is  no  longer  in  effect 0 

53  --  Correspondence o All  mail  and  answers  retained  in  these 
cabinets o Letters  from  persons  who  subsequently  obtain 
registration  are  transferred  to  their  respective  files  in 
the  active  cabinets 0 

30  — Active  dealers o File  folders  for  each  active  dealer  registered 
with,  the  Commission  and  carrying  on  securities  operations „ 

6l  ~=  Inactive  dealers 0 File  folers  for  each  dealer  who  has  at  one 
time  been  registered  but  whose  registration  is  no  longer  in 
effect o Cabinets  are  located  in  the  hearing  room,, 

14  -■=■  Prospecti  of  bond  and  stock  issues  in  Pennsylvania , which  are 
retained  for  three  years  and  then  destroyed,, 

6 --  Active  salesmen,,  File  folders  for  each  active  salesman 

registered  with  the  Commission  and  carrying  on  operations 
in  securities,, 

6 — Forms,  copies  of  acts  pertaining  to  the  Commission,  legal 
opinions,  bulletins,  regulations,, 

4 Investment  advisers „ File  folders  on  registered  investment 
advisers,  solicitors*  statements,  blank  registration 
certificates,, 

4 “«=  Legal  data  on  investment  companies „ 

5 »<=  Commission  supplies  „ 
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2 -»  K ^ wv  York  Stock  Exchange , circular  letters  from  other  States , 

2 --  Miscellaneous  material » 

2 -=  Past  annual  reports  of  the  Commission,  rulings , renewal  formsc 
9 ~=  Supplies  and  current  work, 

1 ~ Used  for  renewal  applications  one  month  of  the  year, 

2 ■==  Empty  cabinets  0 
22J  TOTaL 

Trans-files 

8 drawers  ==  inactive  dealers’  files, 

3 drawers  ~~  past  annual  reports, 

8 drawers  - SEC  violations  and  long  cases  before  the  Pac  S,  C, 

3 drawers  empty. 

Card  File  Cabinets 

66  drawers  -“6x9  file  cards , cross  indices  on  dealers , salesmen 
and  circulars, 

k tubfiles  ■==■  names  of  attorneys  and  officers  of  dealer  firms, 

15  Kardex  sections  =•=  indices  of  all  active  and  inactive  dealers, 

salesmen,  investment  advisers, 

2 cabinets  --  same  size  as  f our~drawer  metal  type,  but  divided  into 

card  size  drawers  -=■  cross-reference  of  dealers,  et  al, 
who  appear  in  Commission  hearing  minutes. 

Ledger  cabinets 

1 =■=»  Bound  minutes  of  Commission  hearings, 

1 =■=  Financial  records  of  the  Commission, 

While  much  of  the  material  which  is  contained  in  these  files  provides 
valuable  and  necessary  information  in  connection  with  the  Commission’s  policing 
and  regulatory  functions,  it  may,  nonetheless,  be  possible  as  a result  of  a 
sound  and  well  planned  records  administration  program,  providing  for  careful 
evaluation,  retention,  preservation,  microfilming  and  disposition  to  dispose  of 
those  which  are  inactive  and  no  longer  useful  or  necessary, 
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CONCLUSIONS 


Satisfaction  was  expressed  by  responsible  persons  in  the  securities  industry 
with  the  manner  in  which  the  Commission  is  conducting  its  affairs 0 It  was  felt 
that  a valuable  service  was  being  performed  to  the  registrants  and  the  public » 

Attention  is  called  to  the  fact  that  since  the  passage  of  the  Securities  and 
Exchange  Act  of  1934  and  the  so-called  Maloney  Act  of  1938*  much  of  the  super- 
vision of  the  securities  industry  is  performed  by  self -regulation.  This  greatly 

simplifies  the  work  of  the  Pennsylvania  Securities  Commission,,  It  cooperates  with 
the  self-regulatory  units  which*  under  their  respective  constitutions  are  re- 
quired to  enforce  the  provisions  of  the  National  Securities  Exchange  Act  of  1934 
and  the  rules  and  regulations  of  the  National  Securities  and  Exchange  Commission 
thereunder,,  In  Pennsylvania  these  self -regulatory  units  are  the  Philadelphia- 
Baltimore  Stock  Exchange*  the  Pittsburgh  Stock  Exchange  and  the  National  Associ- 
ation of  Securities  Dealers „ 

Since  time  did  not  permit  making  a detailed  functional  analysis  of  the 
fifteen  positions  of  the  Commission*  we  are  not  able  to  state  to  what  extent 
it  may  be  overstaffed  or  understaffed „ In  this  connection*  however*  cognizance 
should  be  taken  of  the  fact  that  in  the  five  year  period*  June  1*  1947  to 
May  31*  1952*  expenses  were  substantially  less  than  the  amount  of  revenue 
collected  by  the  Commission 
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DEPARTMENT  OF  BANKING 


Commonwealth  of  Pennsylvania 
BASIS  FOR  ALLOCATING  OVERHEAD  AND  SUPERVISION  COSTS 


ALLOCATION  OF  SALARIES 

Executive  Office 

Secretary  of  Banking 


Deputy  Secretary  of  Banking 
Comptroller 

Administrative  Assistant 


Banks  & Trust  Companies  = 
B & L Division  - 
Consumer  Credit  Division  ~ 
Mo  Vo  So  Fo  Division  *=> 


5 months 
1 month 
3 months 
3 months 


100$  to  Banks  & Trust  Companies 
100$  to  Banks  & Trust  Companies 
100$  to  Banks  & Trust  Companies 


Accounting  Division  - Exec„  Bureau 
Sr0  Accountant 
Supervising  Bookkeeper 
Jrc  Report  Examiner 
Priiio  St@no0~Secy0 


Consumer  Credit  Division 
Banks  & Trust  Companies 
Mo  V0  So  Fo  Division 
B & L “6  months 

SeCo  Comm,  «=  6 months 


Bur,  100$  to  Banks  & Trust  Companies 


Exec,  Bureau 
Cle rical  - Exec0  Bureau 
Prin0  Typist  Clerk 
Ad Vo  Mail  Clerk 


Sr%  SteriOo  Clerk 
Clerk 

Janitress  (l) 

Janitrsss  (.1 ) 


100$  to  Banks  & Trust  Companies 


Banks  & Trust  Companies 

Banks  & Trust  Companies  =>  6 months 

Consumer  Credit  <=  3 months 

Mo  Vo  So  Fo  DiVo  = 3 months 

Banks  & Trust-  Companies 

Banks  & Trust  Companies 

Banks  & Trust  Companies 

Consumer  Credit  - 6 months 

Mo  Vo  So  Fo  =>6  months 


Bank  Examination 

Examiners*  salaries  charged  directly  to  Banks  & Trust-  Companies  on  basis  of 
220  day  year  as  part  of  examination  costs 0 

Chief  Examiners*  salaries  charged  .100$  to  overhead  costs  for  Banks  8c  Trust 
Companies  0 


Salary  of  one  Advanced  Bank  Examiner  assigned  to  office  in  Harrisburg, 
charged  to  overhead  as  follows? 

Banks  8c  Trust  Companies  - 6 months 

Liquidation  Expense  - 6 months 
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Building  and  Loan  Division 
Director 

Prino  Bo  & L„  Examiner  (l) 
Examiners  (all) 

Special  B0  & L0  Examiner  (l) 
Stenogo =Secj0 

Consumer  Credit  Division 
Chief  of  Division 
Examiners 
Steno0~Seeyo 

Motor  Vehicle  Sales  Finance  Division 
Chief  of  Division 
Examiners 

StenOo=Secjo 


Charged  to  B & L overhead 
Charged  to  B & L overhead 
Charged  to  examination  costs 
Charged  to  B & L overhead 
Charged  to  B & L overhead 

Charged  to  supervision  costs 
Charged  to  examination  costs 
Charged  to  supervision  costs 

Charged  to  supervision  costs 
Charged  to  examination  costs  ~ not 
reimbursed 

Charged  to  supervision 


ALLOCATION  OF  EXPENSES  _QT HER  THAN  SALARIES 
State  .Employees8  Retirement 

Allocated  to  various  divisions  on  basis  of  personnel  assignments „ 


Total  Cost  $50 o, 012 

(excluding  Security  Commission  ) 


All  expenses  are  charged  directly  to  division  for  which  they  are  incurred  where 
possible o Those  incurred  for  general  purposes  are  allocated  on  an  estimated 
use  basis „ 

Traveling  Expense 


Examiners  Charged  to  examination  costs 

Secretary  of  Banking  100#  to  Banks  & Trust  Companies 

Postage 

Cost  1951=52  — $3,100 


allocated  as  follows  t 

Banks  & Trust  Companies  $1,200 

B & L 300 

Consumer  Credit  600 

Mo  ¥0  So  Fo  1,000 
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Telephone  & Telegraph 


Philadelphia  Office  ~ All  charged  to  B & L $1,100 

Pittsburgh  Office  - All  charged  to  Banks  & Trust  Companies  700 

Harrisburg  = $50  per  month  charged  to  Consumer  Credit  60 0 

$50  " 18  " " Mo  Vo  So  Fo  600 

Balance  to  Banks  & Trust  Companies  .1 600 


Total  1951=52  $4,600 


Rent  ■==  Total  1951=52  $13,812  present  annual  rate 

Charged  to  Banks  & Trust  Companies  $8,890 
«s  »»  B & L 4,922 

Covers  rent  for  offices  in  Philadelphia  and  Pittsburgh  allocated  as  follows  s 


Philadelphia  Office 

- 50$ 

50% 

Pittsburgh  Office 

- 80% 

20% 

Insurance  Bonds 

Secretary  of  Banking 
All  Others 


Other  Maintenance  Costs  & Service  Charge s 

Cost  1951=52  — $2,300 

allocated  as  follows s 

Banks  & Trust  Companies 
3 & L 

Consumer  Credit 

Mo  VoSo  F0 


to  Banks  & Trust  Companies  $3,600 
to  B & L 3,600 
to  Banks  & Trust  Companies  5,290 
to  B & L 1,322 


100%  to  Banks  & Trust  Companies 
Charged  to  division  to  which  employee 
is  assigned* 


$1,500 
400 
200 
200 
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Indicates  loss 


TABLE  5 

DEPARTMENT  OF  BANKING 
and 

PENNSYLVANIA  SECURITIES  COMMISSION 
Commonwealth  of  Pennsylvania 


SUMMARY  OF  PERSONNEL 
(as  of  September  15,  1952) 


Secretary  of  Banking 
Deputy  Secretary  of  Banking 
Administrative  Assistant 


Executive  Bureau; 

Comptroller  1 

Accounting  - Budget  4 

Reports  & Statistics  7 

Stenographic,  and  Clerical  3.1 

Bank  and  Examination  Bureau; 

Bank  Examination  49 

Bank  Stenographic  8 


Consumer  Credit; 
Motor  Vehicles; 


Building  & Loan  Bureau; 

Director  1 
SpeCo  Bo  & L0  Examiner  1 
Examination  Personnel  17 
Office  Personnel  3 


Penna0  Securities  Commission 
TOTAL 


Noe 

Amount 

1 

$15,000 

3 

31,386 

1 

A 356 

23 

$8,172 

16,926 

26,826 

12,858 

82,080 

57 

266,508 

20,610 

287,118 

9 

42,120 

9 

4o,l88 

22 

8,172 

6,684 

96,84o 

9,864 

121 , 560 

125 

$623,808 

15  . 

71,162 

i4o 

$694,970 
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TABLE  6 

DEPARTMENT  OF  BANKING 


Commonwealth  of  Pennsylvania, 


PERSONNEL  AS  OF  SEPTEMBER  15  .1952 

EXECUTIVE  OFFICE 

Secretary  of  Banking  (l)  1 $15,000 


Deputies  (3) 

1 

$1.1,004 

1 

10,482 

1 

9.900 

31,386 

Executive  Assistant  (l) 

4.356 

EXECUTIVE  BUREAU 

Comptroller  (l) 

8,172 

Accounting  - Budget  (U) 

Sr0  Auditor 

1 

5,136 

SuperVo  Bookkeeper 

1 

4,356 

Jr,,  Report  Examiner 

1 

3,672 

Princ  Stenographer  S eey„ 

1 

3,762 

16,926 

Reports  & Statistics  (7) 

Chief  Supervisor  of  Reports 

1 

6,102 

Report  Analyst 

1 

4,596 

Sr0  Statistician 

1 

4,35t 

Asst0  Invest o Analyst 

1 

3,528 

AdVc  Assignment  Clerk 

1 

3,222 

Pririo  Stenographer  Clerk 

1 

2,562 

SrD  Stenographer  Clerk 

1 

2 o 460 

2.6,826 

Stenographic  and  Clerical  (11 ) 

Prin„  StenOo  Secys„ 

2 

$3,762 

7,524 

AdVo  StenOo  Secy, 

1 

3,330 

Sr„  StenOo  Secys0 

2 

3,222 

6,444 

Prin0  Typist  Clerk 

1 

2,562 

AdVo  Mail  Clerk 

1 

2,364 

Sr0  Steno0  Clerk 

1 

2,262 

Clerk 

1 

2,262 

Janitresses 

2 

1,704 

3.408 

3.Q,.156 

TOTAL  Executive  Bureau 


$50,742 


$82,080 


- io4  - 


. 


BANK  EXAMINATION  BUREAU 


Philadelphia  Office  (29) 


Bank  Examination  (23) 


Chief  Bank  Examiners 

1 

$8,748 

1 

7,590 

Special  Examiners 

4 

$6,684 

26,736 

1 

6,354 

Prin0  Bank  Examiner 

1 

5,718 

AdVo  Bank  Examiners 

2 

5,136 

10,272 

Src  Bank  Examiners 

t •>. 

.5 

4,950 

14,850 

5 

4,770 

23,850 

3 

4,596 

13,788 

Examiners 

1 

4,1X0 

1 

3*870 

Stenographic  (6) 

Sre  Stenoo  SecyQ 

1 

3,330 

Sr  o oceno  0 Cie  r k 

1 

2,460 

Prim  Typist 

1 

2,460 

Src  Typists 

3 

2,262 

6,786 

TOTAI  Phila  u Office 


Harrisburg 


1 vacancy) 


Bank  Examination  (10  + 
Chief  Bank  Examiner 
Special  Examiners 
Prin  o Bank  Examiner 
Ad Vo  Bank  Examiner 


Sr0  Bank  Examiner 
Examiner 


1 vacancy) 
(vacant) 

4 6,684 

1 

1 (assgdo  to 
(office 
I 
1 
1 
1 


26,736 

5,718 

5,520 

5,136 

4,596 

4,110 

to 


$125,886 


$140,922 


TOTAL  Harrisburg  Office 


55,686 
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BANK  EXAMINATION  BUREAU  (Continued) 


Pittsburgh  Off 1 ce  (18) 


Bank  Examination  (l6) 


Chief  Bank  Examiner 

1 

$7,590 

Special  Examiners 

2 

$6,684 

13,368 

Prin0  Bank  Examiners 

4 

5,718 

22,872 

AdVo  Bank  Examiners 

2 

5,136 

10,272 

1 

5,334 

Src  Bank  Examiners 

2 

4,770 

9,540 

Examiners 

2 

4,110 

8,220 

2 

3,870 

7 o 740 

$84,936 

Stenographic  (2) 
AdYo  Siena,  Secy, 

1 

3,420 

Jr,  Correso  Steno, 

1 

2 a 154 

5 >574 

TOTAL  Pittsburgh  Office 

TOTAL  Bank  Examination  Bureau  (5?) 


CONSUMER  CREDIT  (9) 


Chief,  Consumer  Credit 

1 

8,172 

SpeCo  Bank  Examiner 

1 

6,684 

AdVo  Bank  Examiner 

2 

5,136 

10,272 

Bank  Examiner 

1 

4,356 

Sr0  Stenographer  Seays, 

2 

3,222 

6,444 

Sr,  Correso  Secy, 

1 

3,222 

Pririo  Stenographer  Secy „ 

1 

2,970 

TOTAL  Consumer  Credit 


MOTOR  VEHICLES  (9) 


Chief;,  Motor  Vehicles  1 

AdVo  Bank  Examiners  1 

1 

Src  Bank  Examiners  1 

1 

Bank  Examiner  1 

Jr0  Bank  Examiner  1 

Sr0  Stenographer  Sec yu  1 

Sr,  Stenographer  Clerk  1 


TOTAL  Motor  Vehicles 


7,590 

5,334 

5,136 

4,770 

4,596 

4,110 

3,528 

2,970 

2J£k 


$287,118 


$42,120 


$40,188 
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BUILDING  & LOAM  BUREAU  (22) 


Director  (l) 

1 

$8,172 

Spec0  Bo  & Lc.  Examiner  (l) 

1 

AMk 

$14,856 

Examination  Personnel  (17 ) 

Spec0  Bo  & Lc  Examiners 

4 

$6,354 

25,416 

Prin„  Bo  & Lc  Examiners 

5 

5,718 

28,590 

1 

J. 

6,102 

AdVo  Bo  & L„  Examiners 

1 

5,520 

2 

5,334 

10,668 

4 

5,136 

20.544 

96,840 

Of  fie  e Personnel  ( 3 .) 

AdVo  Stenographer  Secy, 

1 

3,420 

Spec®  Stenographer  Clerk 

1 

3,222 

Sr o Stenographer  Secy, 

1 

3,222 

9,864 

TOTAL  Bldg0  & Loan  Bureau 


$121,560 


GRAND  TOTAL 


12,5 


$623,808 
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TABLE  7 

PENNSYLVANIA  SECURITIES  COMMISSION 
Commonwealth  of  Pennsylvania 


PERSONNEL  AS  OF  SEPTEMBER  15 a 1952 


Chairman 

Members 

Secretary 


1 @ 

2 @ $10,000 

1 @ 


$10,500 

20,000 

5«9l6 


$36,416 


Secretarial 

Prin„  Hearing  Sten, 
Head  File  Clerk 


1 @ 
1 @ 


3,8?0 


6,924 


Examination 

Sr0  Securities  Examiner  2 @ $4,596 


9, 192 


9,192 


Investigation 

Head  Securities  Examiner  1 @ 


5,334 


5,334 


Registration 

Sr„  Stenoo  Glerk 
Sr„  Typist 
Registration  Clerk 
Jr„  Record  Clerk 
Sr0  Messenger 
Sr0  Janitress 


1 @ 

1 @ 
1 @ 
1 @ 
1 @ 
1 @ 


2,460 

2,460 

2,460 

2,154 

2,154 

1*608 


TOTAL 


15 


$71,162 
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TABLE  8 

DEPARTMENT  OF  BANKING 
Commonwealth  of  Pennsylvania 


PERSONNEL  AS  OF  SEPTEMBER  15,  1952 
(By  Job  Classification) 


Secretary  of  Banking 
Deputies 


Comptroller 

Administrative  Assistant 
Sr0  Auditor 

Supervising  Bookkeeper 
Jr0  Report  Examiner 
Chief*  Supervisor  of  Reports 
Report  .Analyst 
Sr0  Statistician 
Asst,  Investment  Analyst 
Ad Vo  Assignment  Clerk 
Chief  Bank  Examiner 


Special.  Bank  Examiner 


Princ-ipal  Bank  Examiner 
Ad Vo  Bank  Examiner 


AdVo  Bank  Examiners 


Sr,  Bank  Examiners 


Bank  Examiners 


Jr,  Bank  Examiner 
Chief  Consumer  Credit 
Chief  Motor  Vehicles 
Director*  B0  & L0  Bureau 
SpeCo  B0  & L0  Examiner 

Prin,  Bo  & L0  Examiner 


1 

@ 

$15*000 

3 — 

1 © 

11,004 

1 © 

10*482 

1 @ 

9*900 

1 

@ 

8*172 

1 

@ 

4,356 

1 

@ 

5*136 

1 

@ 

4*356 

1 

© 

3*672 

1 

© 

6*102 

1 

© 

4*596 

1 

© 

4*356 

1 

© 

3*528 

1 

@ 

3*222 

1 

© 

8*748 

2 

© 

7*590 

1 

(Vacancy) 

10 

@ 

6*  684 

1 

© 

6*354 

1 

© 

6*684  (C0Co) 

6 

© 

5*718 

1 

© 

5*520 

1 

© 

5*334 

5 

© 

5*136 

2 

© 

5*136  (CoCo) 

1 

© 

5*136  (MoVo) 

1 

© 

5*334  (MoVo) 

3 

© 

4*950 

7 

© 

4*770 

4 

© 

4*596 

1 

© 

4*770  (M  Jo) 

1 

© 

4*596  (MoVo) 

4 

@ 

4*  110 

4 

© 

3*870 

1 

© 

4*356  (CoC0) 

1 

© 

4*110  (MoVo) 

1 

© 

3*528  (MoVo) 

1 

@ 

8*172 

1 

@ 

7*590 

1 

@ 

8*172 

1 

@ 

6*  684 

4 

© 

6*354 

1 

© 

6*102 

5 

© 

5,718 
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AdVo  B„  & Lc  Examiner 


Sr0  Stenographer-Secretary 


Sr0  Stenographer-Clerk 


Prin0  Stenographer-Secretary 

Prin0  Stenographer-Clerk 
Ad Vo  Stenographer-Secretary 

SpeCo  Stenographer-Secretary 
Sr0  CorreSo  Secretary 
Jrc  CorreSo  Secretary 
Stenographer -Typists 
Ti,ni0  Typists 
Prin0  Typist  Clerk 
Ad  Vo  Mail  Clerk 
Clerk 

Sr0  Janitresses 


1 @ 

2 @ 

4 @ 

1 @ 


5 

1 

2 

1 

1 

3 

1 

1 

2 

1 

1 

1 

1 

3 

1 

1 

1 

1 

2 


@ 

@ 

@ 

@ 

@ 

@ 

@ 

@ 

@ 

@ 

@ 

§ 


@ 

@ 

@ 

@ 


$3,520 

5,334 

5,136 

3,330 

3,222 

2,970 

2,460 

2,262 

2,154 

3,762 

2,970  (CoCo) 
2,562 
3,420 
3,330 
3,222 
3,222 
2,154 
2,262 
2,460 
2,562 
2,364 
2,262 
1,704 


TOTAL 


125 
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24 

23 

22 

21 

20 

19 

18 

17 

16 

15 

14 

13 

12 

11 


TABLfi  9 

DEPARTMENT  OF  BANKING 
Commonwealth  of  Pennsylvania 

INCREASE  IN  SALARY  STANDARDS  SINCE  1913 


Title 

Secretary  of  Banking 


193.3  Range 
$10 , 000 


1932  Range 
$15,000 


Deputies 

7,500-9,000 

24 

= 22 

9,324=11,004 

8! 

6,000=7,500 

26 

- 24 

7,590=9,324 

Chief  Examiners 

5,000=6,000 

27 

= 24 

6,354-7,590 

Principal  Examiners 

4,200=5,000 

36 

- 2? 

5,718=6,354 

Advanced  Examiners 

3,600=4,200 

43 

- 36 

5,136=5,718 

Senior  Examiners 

3,000=3,600 

53 

- 43 

4,596=5,136 

Examiners  and  Supervising 

2,400=3,000 

61 

- 53 

3,870=4,596 

Jr,,  Examiners  and  Clerkships 

2,100=2,400 

68 

= 61 

3,528=3,870 

Assf0  Examiners  and  Clerkships 

1,860=2,100 

79 

- 68 

3,330=3,528 

Secretaries 

1,620=1,860 

83 

- 79 

2,970=3,330 

Clerkships 

1,380=1,620 

85 

- 83 

2,562=2,970 

Typists  and  Clerks 

1,140=1,330 

89 

= 85 

2,154=2,562 

18  88  18 

1,020=1,140 

92 

- 89 

1,956  = 2,154 

!!  81  11 

900=1,020 

Abolished 

in  1938 

Average  Salary  1950  = $4,950 
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TABLE  10 

DEPARTMENT  OF  BANKING 


HUMBER  OF  EMPLOYEES  AO  ANNUAL  AVERAGE 
SALARY  PER  EM.  PLOYEE 

(Exclusive  of  Closed  Bank  A 3.&L.  Divisions  and  Pennsylvania  Securities  Conrission) 
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comparative  SALARY  RATES  - BUILDING  AND  LOAN  EXAMINERS 


PENNSYLVANIA 


HOME  LOAN  BANK  BOARD 


$7,590  - 

$9,324 

Chief  Examiner 

$10,800  - $11,800 

District  Examiner 

8,360  - 9,360 

Assto  District  Examiner 

7,040  ~ 8,040 

Examiner 

6,354  - 

7»5?o 

G0S0  - 11  = $5,940  = 

$6,940 

) 

All  are  classified 

GoSo  = 10  = 5,500  = 

6,625 

) 

as  examiners  and 

L Examiner 

5,718  - 

6,354 

G0S0  =■  9 = 5,060  - 

60 185 

) 

promotion  is  based 

Go  So  = 7 - 4,205  ~ 

5,33° 

) 

on  merit,,  No  pro~ 

Examiner 

5,136  - 

5,718 

g.So  =•  5 = 3,410  ~ 

4,535 

) 

motional  examination 

is  requiredo 
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TABLE  15 

TRANSPORTATION,  LODGING.  SUBSISTENCE.  ANNUAL  AND  SICK  LEAVE  ALLOWANCES . 


HOLIDAYS  AND  METHODS  OF  APPOINTMENT  AND  PROMOTION 
(Building  and  Loan  Examiner) 

PENNSYLVANIA  HOME  LOAN  BANK  BOARD 


Headquarters 

'Transportation 

Rail 


Pullman 


Residence  of  examiner. 


Whenever  practicable  - but 
exemption  certificates  as  to 
Federal  taxes  must  be  used , 


When  continuous  one  way 
journey  exceed  110  miles 0 
Tax  exemption  certificates 
must  be  usedi 


District  office  - either 
Philadelphia  or  Pittsburgh- 

First  class  travel  - either 
travel  orders  or  use  of  tax 
exemption  certificates  re- 
quired > 

When  one  way  distance  re™ 
quires  in  excess  of  2 hours. 
Tax.  exemption  certificates 
must  be  used. 


Personal  Auto 


Where  association  under  exam- 
ination is  located  in  same 
city  as  headquarters  - or  for 
travel  to  the  District  office 
" only  rail,  bus  or  trolley 
fares  are  allowed 0 Otherwise 
allowance  is  six  (6)  cents 
per  mile,  plus  one  (i)  cent 
per  mile  for  each  additional 
passenger o Parking  or  stor- 
age charges  up  to  $1.50,  plus 
Pennsylvania  Turnpike  and 
other  toll  charges  are  al- 
lowed 0 Receipts  for  storage 
and  toll  charges  must  be  ob- 
tained 0 No  requirement  as  to 
insurance » 


Allowance  for  one  or  more  is 
five  (5)  cents  per  mile  plus 
necessary  storage  and  toll 
charges o 

No  requirement  as  to  insur- 
ance. 


Taxicabs 


Air  Travel 


Lodging 


Only  when  buses  and  trolleys 
are  not  available  otherwise 
explanation  must  be  provided. 

Between  points  exceeding  15 0 
miles  - State  travel  orders 
or  receipts  required. 

Hotel  allowance  is  limited  to 
$3 085  per  day  but  when  rooms 
at  respectable  hotels  exceed 
allowances,  proper  explan- 
ation must  be  given  on  ex- 
pense voucher. 


Allowed  when  baggage  is  in- 
volved - otherwise  in 
emergecny  only  but  limited 
to  $3o00  plus  tip  per  trip. 

Optional  - where  benefits 
justify. 

Flat  allowance  of  $9  <>00  per 
day  divided  into  quarter  day 
periods. 
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TABLE  15 

TRANSPORTATION,  LODGING,  SUBSISTENCE,  ANNUAL  AND  SICK  LEAVE  ALLOWANCES , 
HOLIDAYS  AND  METHODS  OF  APPOINTMENT  AND  PROLOTION  (Cont’d) 


Subsistence 


Annual  Leave 


Sick  Leave 


Ho 31 days 


Appointment  and 
Promotion 


(Building  and  Loan  Examiner) 


PENNSYLVANIA 


HOME  LOAN  BANK  BOARD 


(Including  tip 
Breakfast  $ * 
Lunch  1, 
Dinner  20 

&4o 


where  assoc iat 
in  same  city  a 
When  meals  are 
dining  cars  or 
or  conferences 


s)  Not  allowed 
75  when  working 
00  on  reports 
75  at  District 
c;0  office  o 
= <$1,00  lunch 

is  allowed 
ion  is  located 
s headquarters, 
taken  in 
at  conventions 
and  costs  ex- 


ceed allowances,  proper  ex- 
planation on  expense  voucher 
is  required. 


Fifteen  (15)  working  days 


Fifteen  (15)  working  days  but 
whenever  illness  exceeds  al- 
lowance decision  is  on  basis 
of  merit*,  length  of  service, 
time  used  in  other  years  etc. 

Same  thirteen  (13)  holidays  as 
celebrated  by  other  Common- 
wealth departments  plus  such 
additional  as  are  proclaimed 
by  Governor. 


See  lodging^ 


One  (l)  to  three  (3)  years 
13  working  days 

Four  (4)  to  fifteen  (15)  years 
20  working  days 
Over  fifteen  (15)  years 

26  working  days 
Maximum  cumulative 

60  working  days 

Maximum  annual  allowance  is 
thirteen  (13)  working  days 
but  cumulative  without 
limit. 


Eight  (8)  major  holidays  , 
Examiners  work  at  association 
office  on  minor  holidays 
whenever  arrangements  can  be 
made^ 


Appointment  requires  political 
sponsor.  Salary  increase 
within  the  same  grade  requires 
approval  by  Governor’s  Person- 
nel and  Budget  Bureaus,  Pro- 
motion to  next  higher  grade 
(reclassification)  requires 
approval  of  Governor’s  Person- 
nel and  Budget  Bureaus  and  the 
Executive  Board 
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Required  to  pass  civil  service 
examinati on „ Appo intment  s 
made  from  civil  service  list 
using  the  "Rule  of  Three",  All 
appointees  are  classified  as 
examiners  and  promotions  to 
higher  classifications  are 
based  on  merit- 
(Note:  Rule  of  Three  - names 
of  three  (3)  at  top  of  eligible 
list  are  certified,  from  which 
a selection  is  made  by  an 
appointing  officer) 


■ 


. 


EXHIBIT  1 


DEPARTMENT  OF  BANKING 


Commonwealth  of  Pennsylvania 
EXPENSE  REGULATIONS 


Section  1 - Offi eial  Headquarters 

The  headquarters  of  all  members  of  the  Examining  Force  is  hereby 
designated  to  be  the  domicile  of  each  Examiner  resident  within  the  territory 
to  which  h®  is  essignedo 


Section  2 - Change  of  Headquarters 

The  headquarters  of  an  employee  may  be  changed  at  will  by  the 
Secretary  of  Banking , 


Section  3 ° Transportation 

(A)  ° Rail 

Travel  by  rail  is  authorized  whenever  practicable.  The  Department 
urges  the  use  of  State  travel  orders.  Round  trip  tickets  should  be  used  when- 
eve,  ...he  return  trip  will  be  made  directly  back  to  the  starting  point „ 

Pullman  accommodations  may  be  used  when  the  continuous  journey  exceeds  110 
miles  one  way.  When  railroad  tickets  are  paid  for  from  personal  funds 8 claims 
for  reimbursement  must  not  include  Federal  taxes.  Exemption  certificates  are 
available  for  use  to  cover  such  taxes 0 

(B)  ° Personal  Auto 

Personal  auto  may  be  used  whenever  the  employee  so  elects  except  for 
travel  from  official  headquarters  to  the  District  Office  or  to  a bank  under 
examination  where  such  bank  is  located  in  the  same  city  where  the  District 
Office  or  official  headquarters  are  located , in  which  cases  only  railroad 9 
bus  or  trolley  fares  will  be  allowed <,  When  other  Examiners  are  traveling  to 
the  same  destination  as  the  employee  driving  the  ear a arrangements  should  be 
made  to  carry  as  many  as  is  reasonably  possible 0 The  driver  of  the  car  should 
indicate  on  the  reverse  side  of  his  expense  account  the  name  or  names  of  the 
other  Examiners  furnished  transportation.  Those  Examiners  to  whom  trans= 
portation  was  furnished  should  supply  the  name  of  the  driver  with  whom  they 
rode.  Reimbursement  may  be  claimed  by  the  driver  at  the  rate  of  o0b$  per  mile 
when  traveling  alone 0 An  additional  reimbursement  of  o01^  per  mile  is 
allowed  for  each  passenger.  Claims  for  parking  or  storing  personal  autos 9 
not  exceeding  $1,50  for  inside  storage B and  Pennsylvania  Turnpike  toll  charges 
will  be  paid  provided  proper  receipts  are  obtained. 
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(Cj=Taxi  Cabs 


The  use  of  taxi  cabs  will  not  be  allowed  between  railroad  stations 
and  official  headquarters  while  street  cars  or  busses  are  ronningo  In  the 
event  street  cars  or  busses  are  not  running t the  hire  of  cabs  will  be 
allowed  provided  proper  explanation  is  made  on  the  reverse  side  of  the 
expense  voucher 0 


(D)  ° Airplane 

Transportation  by  air  is  authorized  for  travel  between  points  of 
departure  and  destination  exceeding  150  miles 0 Such  charges  must  be 
supported  by  State  travel  order  or  receipt 0 


Section  ° Lodging 

Hotel  expenses  will  be  allowed  where  the  distance  from  official 
headquarters  makes  travel  impracticable  or  where  the  nature  or  duration  of 
the  work  assigned  makes  return  inadvisable0  In  borderline  cases  of 
"impracticability"  or  "inadvisability''  8 Examiners  should  first  obtain  the 
approval  of  their  Chief  Examiners  before  incurring  hotel  expenses 0 

Examiners  are  expected  to  procure  accommodations  in  respectable 
hotels  at  the  most  reasonable  rates  obtainable,.  The  maximum  charge  for  a 
hotel  room  shall  not  exceed  $3° 85  per  day  except  in  those  cases  where 
crowded  conditions  created  by  conventions  or  other  unusual  causes  make  it 
impossible  to  obtain  satisfactory  accommodations  within  said  maximum0  In 
those  exceptional  cases  where  the  maximum  established  herein  must  be  exceeded  „ 
Examiners  should  arrange  with  the  hotel  management  for  transfer  at  the  first 
opportunity  to  more  reasonably  priced  quarters 0 A full  explanstion  must  be 
given  on  the  reverse  side  of  the  expense  voucher „ for  all  charges  exceeding 
the  maximum  prescribed  herein „ 

The  Department  urges  the  use  of  State  hotel  orders „ In  case  an 
Examiner  pays  for  hotel  accommodations  from  his  personal  funds s a properly 
signed  receipt  must  be  obtainedo 

Where  Examiners  elect  to  lodge  with  relatives  or  friends,  no  charges 
for  lodging  will  be  approved . 


Section  3 ■=■  Subsistence 

Claims  for  meals  will  include  tips  and  shall  not  exceed  the  following 
maximum  allowances” 


Breakfast 

Lunch 

Dinner 


$ o75 

loOO 

$ 4o50 
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Claims  for  meals  will  not  be  allowed,  an  Examiner  during  the  time  he 
elects  to  write  his  reports  at  his  District  Office,  Claims  for  meals  within 
the  rules  and  regulations  set  forth  hereunder  will  be  allowed  field  Examiners 
during  the  time  they  are  performing  official  work  for  the  Department  of 
Banking  at  the  premises  of  a banking  institution, 

(Exception!  Where  meals  are  taken  in  railroad  dining  cars  or  at 
scheduled  conventions  or  conference  meetings  and  it  is  necessary  to  exceed 
the  maximum  allowances 9 proper  explanation  should  he  made  on  the  expense 
Toucher, 


The  following  regulations  concerning  meals  must  be  observed  by  an 
Examiner  when  arriving  at  or  leaving  official  headquarters? 


Ac  Ee  must  not  charge  breakfast  when  leaving  official 
headquarters  after  J ? 00  A,  M, 

B,  He  must  not  charge  lunch  when  arriving  at  official 
headquarters  prior  to  2? 00  P,  or  when  leaving 
after  12? 00  Noon. 

0,  He  must  not  charge  dinner  when  arriving  at  official 
headquarters  prior  to  J ?0Q  P,  M,8  or  when  leaving 
after  6? 00  P,  M, 


Times  of  departure  and  arrival  should  be  listed  on  the  reverse  side 
of  the  voucher  for  all  trips  where  meal  expense  is  claimed , 


Section  6 - Miscellaneous 


Telephone  and  Telegraph  charges  must  be  explained  and  should  be 

'^.r  irro.  -r?wTTp«-— I — I mi  III  hi 

incurred  only  when  absolutely  necessary. 


Postage,  The  use  of  postage  should  be  explained,  and  receipts  must 
be  submitted  for  all  purchases  of  $1,00  or  more. 

Receipts  must  be  obtained  for  every  item  of  expense  except? 

Railroad .Fare  (Not  Pullman) 

Taxi  Cab 

Street  Car  or  Bus  Fares 

Personal  Auto 

Meals 

Tips 

Telephone  and  Telegraph 
Postage  (Under  $1,00} 

No  item  of  expense  will  be  approved  where  a receipt  is  missing 
unless  it  is  impossible  to  obtain  one8  in  which  case  the  inability  to  do  so 
shall  ha  fully  explained.  Mere  inconvenience  in  the  matter  of  securing 
receipts  will  not  be  a satisfactory  explanation  for  the  failure  to  obtain  a 
proper  receipt. 
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Secti on  7 ° Tips 


Claims  for  reasonable  tips  actually  incurred  will  be  allowed  with 
the  exception  of  tips  made  to  waiters  or  waitresses  which  must  be  included 
in  the  cost  of  the  mealo 


Section  8 ° General 

Each  employee  is  expected  to  use  the  same  care  in  incurring  expenses 
for  which  he  will  seek  reimbursement  that  a prudent  person  would  exercise  in 
the  expenditure  of  his  personal  funds „ In  no  ©vent  will  an  employee  be 
reimbursed  for  expenses  incurred  in  traveling  on  Departmental,  business  in  a 
greater  sum  than  the  actual  amount  expended  because  of  the  necessity  of  that 
travel 0 


Sect ion  9 ° Outstanding  Regulations  ° Effective  Date 

This  Regulation  shall  apply  to  all  expenses  incurred  on  and  after 
February  28  s 1952°  All  previously  issued  Regulations  pertaining  in  any  way  to 
official  headquarters , changes  thereof,  transportation  by  any  method  whatsoever, 
lodging  and  subsistence  are  hereby  revokedo  All  members  of  the  Examining  Force 
should  remove  such  revoked  Regulations  from  their  files  and  destroy  thenu 
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EXHIBIT  2 

COMONWEALTH  OF  PENNSYLVANIA 
BUDGET'  BUREAU  - GOVERNOR’S  OFFICE 

SCHEDULE.  CF  GLASS  IFIED  SALARIES 
DEPARTMENTAL  CLASSIFICATION 
EFFECTIVE  JULY  l6N8  1951 


Grade 

Minimum 

1 Year 

2 Years 

3 Years 

4 Years 

Maximum 

25  Prior 

10,000 

<=> 

12,000 

July,  1951 

11,004- 

=* 

=> 

= 

13,200 

24  Prior 

8 ,472 

9,000 

9.528 

<=> 

10,000 

10,000 

July,  1951 

9,324 

9,900 

10,482 

- 

11,004 

n,oo4 

23  Prior 

6,900 

C=> 

7,428 

7,950 

8,472 

8,472 

July,  1951 

7.590 

=> 

8,172 

8,748 

9,324 

9,324 

22  Prior 

5,772 

6,072 

6,360 

6,636 

6,900 

6,900 

July,  1951 

6,354 

6 , 684 

6,996 

7,302 

7,590 

7,590 

21  Prior 

5,196 

5.376 

5,544 

5,772 

5,772 

5,772 

July,  1951 

5,7i8 

5,916 

6,102 

6,354 

6,354 

6,354 

20  Prior 

4-,  668 

4,848 

5,016 

5,196 

5,196 

5,196 

July,  1951 

5.136 

5.331* 

5,520 

5,718 

5,718 

5,718 

19  Prior 

4-, 176 

4,332 

4,500 

4,668 

4,668 

4,668 

July,  1951 

4-,  596 

4.770 

4,950 

5,136 

5,136 

5,136 

18  Prior 

3.516 

3,732 

3,96o 

4,176 

4,176 

4,176 

July,  1951 

3,870 

4,110 

4,356 

4,596 

4,596 

4,596 

17  Prior 

3,204 

3,252 

3,336 

3,420 

3,516 

3,516 

July,  1951 

3,528 

3,582 

3,672 

3,762 

3,870 

3,870 

l6  Prior 

3,024 

3,108 

3,204 

3,204 

3,204 

3,204 

July,  1991 

3,330 

3,420 

3,528 

3.528 

3,528 

3,528 

15  Prior 

2,700 

2J72 

2,844 

2,928 

3 ,024 

3,024 

July,  1951 

2,970 

3,054 

3,132 

3,222 

3,330 

3,330 

l1!  Prior 

2,328 

2,412 

2,508 

2 ,6o4 

2,700 

2,700 

July,  1951 

2,562 

2,658 

2,760 

2 ,868 

2,970 

2,970 

13  Prior 

1,956 

2,052 

2,1.48 

2,232 

2,328 

2,328 

July,  1951 

2,154 

2,262 

2,364 

2 ,4  60 

2,562 

2,562 

12  Prior 

1*776 

1,872 

1,956 

1,956 

1,956 

1,956 

July,  1951 

1,956 

2so64 

2,154 

2,154 

2,154 

2,154 
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EXHIBIT  3 


C OMMONWE  ALTH  OF  PENNSYLVANIA 
BUDGET  BUREAU  = GOVERNOR’S  OFFICE 

SALARY  SCHEDULE  FOR 
HOURLY  AND  PER  DIEM  OFFICE  EMPLOYES 
EFFECTIVE  JULY  l6N # 1951 


Annual  Salary 


Daily  Rates 


Prior 

July  16N, 

$ 1,776 

$ 1,956 

1,8/2 

2o064 

1.956 

2 s15!+ 

2,052 

2,262 

2 , 1.4-8 

2,36^ 

2,232 

2,46o 

2,328 

2,562 

2 ,4-12 

2,658 

2,508 

2,760 

2,6o4- 

2,868 

2,700 

2,970 

2,772 

3,054 

2,844 

3,132 

2,928 

3,222 

3 9 024 

3,330 

3,108 

3,420 

3,204 

3,528 

3,252 

3,582 

3,336 

3,672 

3,4-20 

3,762 

3,516 

3,870 

3,732 

4,no 

3,96o 

4,356 

4,176 

4,596 

4,332 

4,770 

4,500 

4,950 

4 , 668 

5,136 

4,848 

5,334 

5,016 

5,520 

5,196 

5,718 

5,376 

9,916 

5,544 

6,102 

5,772 

6,354 

6,072 

6,684 

6,360 

6,996 

6,636 

7,302 

6,900 

7 , 590 

7,428 

8,172 

7,950 

8,748 

8,472 

9,324 

9,000 

9,900 

9,528 

10,482 

10,000 

11 , 004 

12,000 

13,200 

Prior 

July  IbNj, 

$ Jo  1.6 

$ 7.89 

7 -55 

8.32 

7089 

8.69 

8,27 

9.12 

8.66 

9»53 

9,00 

9o92 

9-39 

10.33 

9-73 

10.72 

10  oil 

11.13 

10o5Q 

11.56 

10  089 

11.98 

11 0 18 

12.31 

llo  47 

12.63 

11 081 

12.99 

12.19 

13.43 

12o53 

13-79 

12o92 

i4.23 

13-12 

14.44 

13o45 

l4o8l 

13-79 

15-17 

14.18 

15.60 

X5o05 

16.57 

15o97 

17-57 

160  84 

18,.  53 

17.47 

19-23 

18.15 

19-96 

18083 

20.71 

19-55 

21.51 

20.23 

22.26 

20.95 

23.06 

21.68 

23-85 

22.36 

24.60 

23.28 

25.62 

24.49 

26.95 

25.65 

28.21 

26.76 

29.44 

27.83 

30  o6l 

29»95 

32-95 

32.06 

35-27 

34.16 

37-59 

36.29 

39-92 

38.42 

42.27 

4o„32 

44.37 

= 

53-23 

Prior 

July  l6N8 

$ 0 .96 

? 1-05 

1.01 

1.11 

1.06 

1 © l6. 

loll 

1.22 

I.I6 

1.27 

1.20 

1.3  2 

1.26 

1.38 

1.30 

1.43 

1-35 

l„48 

l-4o 

1.54 

1.46 

1.60 

1-49 

1.64 

1-53 

1 068 

1.58 

1-73 

1.63 

1-79 

1.67 

1.84 

1-73 

1.90 

1-75 

1-93 

I080 

1.98 

1.84 

2.03 

1.89 

2.08 

2.01 

2.21 

2.13 

2.34 

2.25 

2.47 

2-33 

2-57 

2.42 

2.66 

2.51 

2.76 

2.61 

2.87 

2.70 

2-97 

2 o80 

3-08 

2.89 

3d8 

2.98 

3-28 

3-H 

3-42 

3-2  7 

3-59 

3-42 

3-76 

3-57 

3-93 

3.71 

4.o8 

4.oo 

4.4o 

4.28 

4.70 

4.56 

5-01 

4.84 

5-32 

5.12 

5-64 

5-38 

5-92 

■= 

7-10 

PART-TIME  EMPLOYES 

I The  proper  pay  under  the  rules  set  forth  should  he  determined  for  a 
full-time  employe  and  the  part-time  employe  should  be  paid  the  fraction 
which  the  time  he  works  bears  to  full  tlme0 

The  above  rates  are  based  on  24-8  working  days  in  year9  and  7=1/2  hours  per  day0 
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JOB  ANALYSIS  QUESTIONNAIRE 
DEPARTMENT  OP  BANKING 

COMMONWEALTH  OP  PENNSYLVANIA  EXHIBIT  Uo 


1„  Official  Payroll  Title 

2o 

Annual  or 

Per  Dies  Additional 

Hate  of  Pay  3oG®»pensation 

4o  Place  ©f  Work  ©r  Headquarters 

5 o Bureau 

6o 

Division,  Unit,  or  Office 

7o  Name  of  Employe® 

83  Length  sf  Service 

(.Surname  First) 

9o  Regularly  scheduled  hours?  Proa  to 

10o  Nso  days  per  week 

11  o Hews  p«r  week 

12a 

Hours  ©wertiai# 

13o  Noo  of  employees  you  super-wise 

i4o  Describe  below  In  detail  the  wark  you  doQ  List  the  regular  and  most  important  duties  first  and  the  special  or 

occasional  duties  lasto  Show  in  the  •'Time™  column  at  the  left,,  either  by  hour  Bp  daysp  fractions  or  per  cents,,  how 
your  whole  working  time  is  usedo 


Date  Prepared 


Signature  of  Employee 
(Over) 
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TO  BE  PILLED  IN  BY  THE  IMMEDIATE  SUPERVISOR 


15 o Are  answers  on  other  side  (and  supplementary  form)  factually  and  accurately  stated? 
S0No”  o explain 


(Yes  or  N@)o  If 


16,  Who  cheeks  or  reviews  this  employee's  work  and  what  is  the  nature  of  the  cheek  or  review? 


17 o Budget  Appropriation  for  this  position 


The  foregoing  statements  are  correct  and  eompletes 

Signature  of  Immediate  Supervisor 


Date 


Title 


Approved  by 


Date 


Title 


JOB  ANALYSIS  QUESTIONNAIRE 


DEPARTMENT  OP  BANKING 
COMMONWEALTH  OF  PENNSYLVANIA 


O 


Name  of  Employe® 


Department 


Division,, 
Unit  or 
Off is® 


i 


Signature  «>f  Smpisy** 


Bate  Prepared 


(128) 


NOo  10  - Eoo  days  per  week; 

Show  number  of  days  worked # including  fractions  for  portions  of  day„ 
(Employe©  working  Monday  through  Friday # and  a half-day  Saturday# 

would  show  f85g'*o) 

Hoc  n - Hours  per  week; 

Show  total  hours  regularly  worked  each  weeko  (Exclusive  of  lunch  time „ ) 

No o 12  - Hours  overtime; 

Show  number  of  hours  worked  over  regular  hours  per  week#  and  explain  in 
the  space  provided  under  question  #14o  If  "none”#  so  designate „ 

Moo  13  - Number  of  employees  you  supervise; 

If  further  elaboration  is  necessary#  explain  in  question  #14 „ 

No o 14  - Description  of  employee 8 s duties ; 

Answers  to  this  question  should  give  a complete  picture  of  exactly 
what  the  employee  does*  If  necessary#  supplementary  form  should  be 
used  to  record  all  duties  performed 0 The  regular  and  most  important 
duties  should  be  listed  first  and  the  special  or  occasional  duties  last* 
In  the  "Time”  column  should  be  shown  the  best  estimate  by  hours#  days# 
fractions  or  percents  of  the  total  working  time  that  is  taken  up  by 
each  kind  of  work  performed,,  (For  example#  a Clerk  might  work  on 
payrolls  two  hours  per  day#  spend  another  two  hours  on  routine  clerical 
work#  prepare  forms  for  two  hours  and  act  as  messenger  for  another  two 
hours  o ) 

EMPLOYEE  MUST  DATE  AND  SICTJ  HIS  NAME  AT  THE  BOTTOM  OF  REGULAR  FORM 

AMD  SUPPLEMENT  ARY  FORM  IF  USED., 


QUESTIONS  #15  to  #17  INCLUSIVE  MUST. BE  ANSWERED  BY 
THE  IMMEDIATE  SUPERVISOR 

Noo  15  ° Correctness  of  employee 9 s answers s 

If  the  immediate  supervisor  believes  the  answers  to  Questions  #1  to  #.14 
inclusive  are  substantially  correct#  he  should  so  note  in  the  space 
provided,,  If  any  answer  is  incorrect#  he  should  answer  "No"  and  explain 
in  sufficient  detail  in  the  space  provided 0 

Noo  16  - Check  and  review  of  employee 8 s work? 

Indicate#  by  title#  who  supervises  the  work  of  the  employee  and  show 
the  actual  degree  of  supervision  that  must  be  exercised  =•  constant# 
general  or  occasional,, 

Noo  1?  - Budget  appropriation  for  this  position : 

Show  identifying  item  number  in  the  budget » 

DATE  - SIGNATURE  - AND  TITLE  OF  SUPERVISOR  AND  DEPARTMENT  HEAD, 


The  supervisor  who  answers  questions  #15  to  #17  inclusive  on  the 
reverse  side  of  the  Questionnaire  should  fill  in  the  date  on  which 
he  completed  the  Questionnaire  and  sign  it  with  his  name  and  title „ 

The  form  should  be  signed  and.  approved  by  the  Bureau#  Division  or 
Department  Head  showing  date  of  approval „ 


KDPCATIOH  AHD  gPERIKHCE  IHPORMATIOB 
(Department  ®f  Banking  = Commonwealth  of  PismBylwsni*) 


EXHIBIT  5 


Ba®«  ®f  gHplsye® 

2o 

Payroll  Title 

Bw»u 

4, 

Division,  Unit,  ©r  Offie® 

Eat*  ®f  Biffth 

60 

Ag® 

gSUCATIOM 


EXPERIENCE 


(Ov0p) 
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APPENDIX  A 


Excerpt  from  193h  Joint  Legislative  Committee  on  Finances 
Report  on  the  Organization  and  Administration  of  the 
Government  of  the  Commonwealth  of  Pennsylvania^  pertaining 
to  the  Department  of  Banking  and  Pennsylvania  Securities 
Commission,, 
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CHAPTER  XXI 


DEPARTMENT  OF  BANKING 


The  Department  of  Banking  was  created  in  I89I;  its  powers  and 
duties  were  enlarged  and  extended  in  1895°  These  acts  remained  in 
effect  until  1919 » when  a new  act  was  passed,  which  was  in  turn  re- 
pealed by  the  Banking  Act  of  1923-  This  act  was  substantially  a 
reenactment  of  the  Act  of  1919  with  such  minor  changes  as  were^ 
necessary  to  make  this  law  conform  to  the  Administrative  Code0  A 
code  covering  the  powers  and  duties  of  the  Banking  Department,  which 
had  been  in  the  process  of  drafting  for  two  years,  was  enacted  in 
the  Session  of  1933  and  is  now  in  effect „ 

Duties  and  Personnel,  Under  the  provisions  of  the  Administrative 
Code  of  1929  and  the  Department  of  Banking  Code  of  1933?  the 
Department  has  supervision  over  banks  and  trust  companies,  building 
and  loan  associations,  private  banks,  small  loan  companies,  and  invest- 
ment contract  companies,,  The  number  of  employes  in  the  Depart- 
ment,  engaged  in  these  various  duties,  and  their  annual  salaries  are 
shown  in  the  table  below,  as  of  March  1,  193.3 ° 


Bureau  and  Division 

Overhead  expenses  applicable  to  supervision 
of  banks  and  trust  companies  oooooooooooo 
Examination  of  banks  and  trust  companies 
Supervision  and  examination  of  private 
banks  and  small  loan  companies 
Liquidation  of  closed  institutions 
Supervision  of  building  and  loan  associa- 
ti ons  0000000000000000000000000000000000000 
Examinations  of  building  and  loan  associa= 
ti ons  000000000000000000000000000000000000 

T ota 1 0000000000000000000000000000000000 

Pennsylvania  Securities  Commission  0.00000 


00000000000 
00000000 


Grand  total  ooooo 


OOOOOOOOOOOOO  0-0  OOOO  0-0  o o 


Number  of 

Annual 

Employes 

Salary 

73 

$118,040 

76 

227,260 

4 

10,020 

2 

9,600 

24 

53,600 

74 

199,440 

253 

$617,960 

26 

67,780 

279 

$685,740 

A summary  of  the  personnel  figures  for  the  Department  is  shown 
below  for  a series  of  years,  as  of  May  31° 


Function 

1927 

1928 

1929 

J93P 

I93I 

1932 

1933 

Overhead 

42 

45 

47 

48 

49 

70 

77 

Bank  examiners 

73 

83 

81 

87 

93 

95 

76 

Building  assd  loan  examiners 

27 

34 

47 

49 

48 

61 

74 

Private  bankers  and  small  Loans  — 

M Ha  am  „ = jr-  . . 

4 

5 

4 

4 

4 

5 

3 

22 

4 

2 

UU-  v A v&l 

Building  and  loan  supervision  =>=— 

13 

17 

19 

20 

18 

22 

Pennsylvania  Securities  Commission— 

28 

29 

26 

28 

28 

28 

26 

Totals 

187 

213 

224 

236 

240 

284 

281 

1Act  of  June  8,  I89I  (P.  L„  217) 5 Act  of  February  11,  1895  (P„  L»  4);  Act  Of  May  21, 
1919  (P°  L„  209)j  Banking  Act  of  June  15,  I923  (P„  L„  809)0 

2 Department  Of  Banking  Code,  Act  of  May  15,  1933  (Po  5^5)° 
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Considering  the  extremely  serious  economic  and  financial  conditions 
which  have  prevailed  during  the  later  years  covered  by  this  table,  the 
increase  in  personnel  is  indeed  a moderate  one.  The  nature  of  the 
additional  work  performed  by  this  Department  is  described  below. 

As  at  present  organized,  the  Pennsylvania  Securities  Commission 
and  the  Board  to  License  Private  Bankers  come  under  the  supervision 
of  the  Department  of  Banking.  The  first  of  these  agencies  is  dis- 
cussed in  Chapter  XXVIII  of  this  Report;  the  latter  in  another 
section  of  this  Chapter.  Separate  divisions  have  been  set  up  with 
regard  to  each  important  service  rendered  by  the  Department,  namely, 
for  the  supervision  of  banks  and  trust  companies;  for  the  liquidation 
of  institutions  in  possession;  statistical;  supervision  of  secretarial, 
stenographic  and  typing  work;  supervision  of  building  and  loan  asso- 
ciations; budgetary  and  accounting  work;  and  supervision  of  private 
banks  and  small  money  lenders. 

Supervision  of  Bank3  and  Trust  Companies 

The  law  provides  that  all  corporations  now  or  hereafter  incorporated 
under  the  laws  of  this  Commonwealth  or  of  any  other  State,  and 
authorized  to  transact  business  in  Pennsylvania,  which  have  power  to 
receive,  or  are  receiving,  money  on  deposit,  or  for  safe-keeping,  other- 
wise than  as  bailees,  including  all  banks,  banking  companies,  coopera- 
tive banking  associations,  trust,  safe  deposit,  real  estate,  mortgage,  title 
insurance,  guaranty,  surety,  and  indemnity  companies,  savings  insti- 
tutions, savings  banks,  provident  institutions,  national  banking  asso- 
ciations located  within  this  State,  now  or  hereafter  incorporated  under 
the  laws  of  the  United  States,  which  shall,  in  pursuance  of  Federal 
law  or  regulation,  be  granted  a permit  to  act,  or  shall  act,  as  trustee, 
executor,  administrator,  registrar  of  stocks  and  bonds,  guardian  of 
estates,  assignee,  receiver,  committee  of  estates  of  insane  persons,  or 
in  any  other  fiduciary  capacity,  shall  be  under  the  supervision  of  the 
Department . 

Under  these  provisions  it  is  the  function  of  the  Section  of  Banks 
and  Trust-  Companies  to  examine  banks  in  accordance  with  the  Bank- 
ing Code  of  1933s  which  requires  that  each  bank  shall  be  examined 
at  least  once  in  each  calendar  year.  In  order  that  the  work  may  be 
carried  on  efficiently,  the  Commonwealth  has  been  divided  into  four 
districts  with  offices  in  Philadelphia,  Pittsburgh,  Harrisburg  and 
Wilkes-Barre,  each  office  being  in  charge  of  a Chief  Examiner.  Early 
in  the  present  administration  of  the  Department,  important  changes 
were  made  in  the  examining  activities  of  the  Department  with  a view 
to  greater  efficiency  and  to  the  more  effective  protection  of  depositors. 

In  addition  to  the  four  district  offices,  this  Section  maintains  a small 
clerical  force  and  a Division  of  Reports  whose  business  it  is  to  analyze 
the  reports  of  examinations  submitted  by  the  field  force  and  the 
periodic  reports  which  the  Department  requires  all  banks  to  file. 

Prior  to  1931?  banks  were  examined  once  in  each  calendar  year,  in 
the  order  in  which  their  names  appeared  in  an  alphabetical  list  of  the 
banks  in  their  district.  In  1931  when  the  economic  situation  became 
acute,  the  Department  classified  all  banks  into  four  groups,  A,  B,  C 
and  D.  It  was  decided  that  while  the  Department  must,  in  accord- 
ance with  the  law,  examine  each  bank  at  least  once  a year,  those  in 
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classes  A and  B were  not  giving  the  authorities  particular  concern- 
It  was  desirable  to  concentrate  on  banks  in  classes  C and  D»  and  the 
Department  determined,  therefore,  to  examine  Class  A banks  once  a 
year,  Class  B banks  twice  a year,  Class  C banks  three  times  a year, 
and  Class  D four  times  a year,  when  necessary.  These  more  frequent 
examinations  made  it  possible  to  ascertain  the  condition  of  the  insti- 
tutions, watch  the  trend  of  deposits,  the  shrinkage  of  assets,  the  grow- 
ing number  of  bad  and  doubtful  loans,  et  cetera.  When  the  condi- 
tion in  a given  bank  became  serious,  its  board  was  summoned  to 
Harrisburg  with  a view  to  cooperating  in  the  solution  of  the  bank’s 
difficulties. 

These  increased  activities  required  the  services  of  additional  per- 
sonnel; for  example,  25  more  examiners  were  needed  than  would  be 
the  case  if  examinations  were  made  only  once  a year.  A larger 
clerical  force  was  necessary  to  type  the  reports  of  the  examiners,  to 
analyze  and  interpret  such  reports  and  to  carry  on  the  greater  volume 
of  correspondence.  This  force  also  had  to  study  the  weekly  and 
monthly  reports  submitted  by  the  banks  themselves.  The  weekly 
reports  set  forth  a comparison  with  ether  years  with  respect  to  de- 
posits, time  and  demand,  to  bills  payable,  and  to  reserve.  The  banks 
are  required  to  compare  the  current  week  with  the  same  week  a month 
ago  and  the  same  week  a year  ago;  also  to  compare  cumulative  weeks 
to  date  with  cumulative  weeks  to  the  same  date  a year  ago.  For 
instance,  the  first  eight  weeks  of  1933  are  compared  with  the  first 
eight  weeks  of  1932=-  Where  these  reports  reveal  significant  decreases 
in  deposits  and  reserves,  or  increases  in  bills  payable,  the  situation  is 
brought  to  the  attention  of  Secretary  of  Banking. 

A monthly  report  system  was  instituted.  In  accordance  with  this 
plan,  each  bank  submits  a detailed  balance  sheet  together  with  an 
analysis  of  any  decrease  or  increase  in  undivided  profits  and  surplus. 
Five  called  reports  are  also  required  in  the  course  of  a year.  Another 
new  type  of  control  which  involves  additional  work  is  the  system  of 
handling  depreciation  of  stocks  and  bonds.  Under  this  system,  the 
examiner  sends  in  the  actual  depreciation,  and  the  difference  between 
the  market  and  the  book  value  of  all  securities  in  each  bank  examined. 
These  reports  come  to  Harrisburg  for  analysis;  the  Department  builds 
up  what  it  calls  a reclassification  based  upon  intrinsic  values,  as 
determined  by  such  standard  services  as  Fitch,  Moody  and  Standard 
Statistics,  plus  information  gathered  from  brokerage  houses  and  other 
sources.  In  this  way  the  Department  determines  the  amount  which 
it  will  require  the  banks  to  write  down.  This  plan  was  submitted  by 
the  Secretary  of  Banking  to  the  bank  supervisors  of  nine  other  states, 
and  it  was  later  presented  to  the  National  Association  of  Supervisors 
of  State  Banks.  Several  other  states  have  adopted  the  plan. 

Especially  during  the  period  of  the  depression,  the  Department  has 
had  a serious  problem  in  the  handling  of  securities  obtained  from 
officers  and  directors  of  banks  which  have  had  an  impairment  of  either 
capital  or  surplus.  As  a result,  the  Department  has  in  its  possession 
today  almost  five  million  dollars  worth  of  securities.  When  the 
officers  and  directors  of  such  banks  are  summoned  to  Harrisburg  for 
a meeting  with  the  Department,  they  are  given  their  choice  between 
writing  down  these  securities  (which  would  show  a bad  statement 
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and  impair  the  confidence  of  the  community  in  the  institution)  and 
depositing  certificates  of  deposit  or  AAA  bondSo  The  Secretary 
of  Banking  testified  before  the  Committee  as  follows: 


"If  we  make  an  examination  of  a bank  and  find  that  its  surplus 
of  $20,000  is  wiped  out  and  its  capital  impaired  $10,000,  we  call 
the  board  of  directors  to  Harrisburg  for  a hearing  and,  among  other 
things,  inform  them  that  they  will  have  to  write  the  surplus  off  tha 
books  and  put  up  $10,000  with  us  under  an  agreement  between  th  e Se=> 
eretary  of  Banking  and  t he  directors,,  hold  the  $10,000  so  that 
the  bank  will  be  solvent,,  If  they  write  down  the  surplus,  they  take 
a chan©©  of  having  ihe  public  misinterpret  their  action,.  Frequently 
we  obtain  the  whale  $30,000,  so  that  the  bank  will  not  have  to  write 
anything  off  th©  books." 

Prior  to  the  beginning  of  the  present  depression  approximately  400 
banks  and  trust  companies  were  under  the  jurisdiction  of  the  Depart- 
ment » Boring  the  crisis,  149  of  these  were  closed  in  two  years,  thus 
enormously  increasing  the  work  of  the  Department  in  liquidating  in- 
stitutions in  possession  This  function  which  is  in  charge  of  a separate 
section  in  the  Department,  is  in  times  like  these  of  the  utmost  im- 
portance, since  the  Commonwealth  owes  it  to  the  stockholders  and 
depositors  of  closed  banks  to  liquidate  their  assets  as  promptly  and  as 
economically  as  possible. 

Building  and  Loan  Associations 

The  Department  of  Banking  is  given  jurisdiction  over  mutual 
savings  funds,  building  and  loan  associations,  and  any  individuals  or 
associations  of  individuals  doing  business  as  building  and  loan  asso- 
ciations, or  a business  in  the  nature  of  a building  and  loan  association, 
whether  under  the  guise  of  a deed  of  trust  or  otherwise.  In  order 
to  discharge  this  responsibility,  the  Department  has  established  a 
Section  of  Building  and  Loan  Associations,  whose  function  it  is  to 
audit  the  accounts  of  such  associations . For  this  purpose,  the  Com- 
monwealth is  divided  into  two  districts,  of  which  Philadelphia  com- 
prises one  and  the  remainder  of  the  State  the  other.  An  extensive 
personnal  consisting  of  senior  examiners,  examiners,  and  real  estate 
appraisers,  as  well  as  clerks  and  assistants,  is  required  to  carry  on  the 
work. 


During  the  period  of  the  depression,  the  number  of  building  and 
loan  associations  has  declined  one-third,  or  from  4,500  to  3 <>000.  The 
auditing  work  is  done  in  a manner  similar  to  that  used  in  bank  exam- 
inations, but  it  is  more  highly  specialized  and  requires  a very  care- 
fully trained  force.  Building  and  loan  associations  have  been  classi- 
fied into  two  groups,  Class  A and  Class  B.  The  former  are  examined  about 
once  every  18  months,  the  latter  on  the  average  twice  as  often.  A 
chronological  list  is  used  as  a basis,  but  the  Department  varies  from 
it  at  times.  Under  present  conditions,  about  twice  as  much  time  is 
required  to  audit  the  accounts  as  formerly,  due  to  the  large  number 
of  delinquents  and  because  of  the  real  estate  situation.  When  business 
conditions  improve,  the  force  engaged  in  this  work  can  be  substantially 
reduced;  this  will  probably  not  be  possible  until  after  the  present  bien- 
nium. 
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Departmental  Administrative  Board „ 


Private  Banks  and.  Small  Loan  Companies 


The  Department  also  has  supervision  over  all  unincorporated  banks 
except  such  as  are  or  shall  be  exempt  by  law,*  Acting  under  this 
authority's,  the  Section  of  Private  Banks  and  Small  Money  Lenders 
audits  the  accounts  of  those  engaged  in  this  type  of  business,.  The 
act  under  which  this  work  is  carried  on  is  peculiarly  drafted,  and 
very  unsatisfactory  in  operation..  At  the  time  the  act  was  passed, 
anyone  engaged  in  the  private  banking  business  for  seven  years  prior 
to  the  date  of  passage  was  exempted  from  its  provisions.,  The  act, 
then,  applies  only  to  those  who  have  engaged  in  business  since 
that  time  or  those  who  have  voluntarily  come  under  the  supervision 
of  the  Department „ in  1931  a bill  was  introduced  embodying  a com- 
promise plan  worked  out  with  the  cooperation  of  leading  private 
bankers,  but  the  bill  was  defeated  in  the  Legislature . In  1933?  the 
Banking  Code  drafted  by  the  Attorney  General’s  Office  contained  a 
similar  provision,  but  this,  too,  was  stricken  out  in  the  process  of 
enacting  the  Code0  A Board  composed  of  the  Secretary  of  Banking, 
the  State  Treasurer  and  the  Secretary  of  the  Commonwealth  now 
licenses  those  who  desire  to  engage  in  private  banking,  and  such  li- 
censees are  subject  to  supervision..  There  is  no  justification  for  the 
continuance  of  a situation  in  which  some  private  bankers  are  subject 
to  supervision  and  others  are  not„ 

This  Section  of  the  Department  also  has  jurisdiction  over  all 
persons,  partnerships,  associations,  or  corporations  in  the  business 
of  loaning  money  in  sums  of  $300  or  less,  either  with  or  without 
security,  to  individuals  pressed  by  lack  of  funds  to  meet  immediate 
necessities,  and  charging  therefor  interests  in  excess  of  six  per  cent 
per  annunio^  Much  progress  has  been  made  in  recent  years  in  the 

supervision  of  such  companies,  under  the  Uniform  Small  Loan  Act, 
which  has  been  quite  widely  adopted „ 

This  Section  excercises  jurisdiction  over  all  persons,  partnerships, 
associations,  or  corporations  engaged  in  the  business  of  receiving  single 
payments,  regular  installment  payments,  or  contributions  to  be  held 
or  used  in  any  plan  of  accumulation  or  investment,  or  of  issuing, 
negotiating,  offering  for  sale,  or  selling  any  contract  or  partial  pay- 
ment or  installment  plan,  or  of  assuming  fixed  obligations,  or  issuing, 
in  connection  therewith,  a contract  based  upon  payments  being  made 
upon  installment  or  single  payment,  under  which  all  or  part  of  the 
total  amount  received  is  to  be  repaid  at  some  future  time,  either  with 
or  without  profit „5 

Other  Administrative  Agencies 

The  Department  maintains  a Section  of  Accounting  and  Budgeting 
with  three  employes;  it  takes  care  of  payroll  requisitions  and  of  the 
departmental  accountingo  In  each  of  the  four  departmental  offices, 
one  finds  a portion  of  the  secretarial,  stenographic  and  typing  force, 
with  a Bureau  Secretary,  Principal  Clerk  or  Supervising  Clerk  in 
chargee  These  offices,  in  the  order  of  the  size  of  the  force  employed 
are:  Harrisburg,  Philadelphia,  Pittsburgh,  Wilke s-Barre „ The  steno- 


^Pri-wate  Banking  Act  of  June  19,  I9H  (P°  1060),  as  amended  April  5,  1927  (P°  I06) 

and  April  26,  I929  (p„  L„  813)0 

^Aet  of  June  17,  1915  (P°  L0  1012),  as  amended  June  4,  1919  (P°  k,  375)° 

5Act  of  May  5,  1921  (P°  Lo  37*0,  as  amended  April  21,  1 923  (P»  L0  79)° 
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graphic  and  clerical  forces  engaged  in  banking  work  and  those  engaged 
in  building  and  loan  activities  are  maintained  as  separate  and  distinct 
units*  The  Department  also  maintains  a statistician*  In  the  discussion 
of  the  Department’s  supervision  of  banks  and  trust  companies,  mention 
was  made  of  the  importance  of  the  liquidation  of  institutions  in 
possession*  This  work  is  carried  on  by  a separate  section  in  the  De- 
partment, headed  by  a Special  Deputy.  He  is  assisted  by  two  senior 
examiners,  two  junior  examiners,  an  assistant  examiner  and  59  special 
deputies,  whose  salaries  are  paid  by  the  institutions  in  possession* 


The  testimony  before  the  Committee  showed  that  all  the  work  of 
the  Department  with  the  exception  of  the  overhead  cost  of  conducting 
building  and  loan  examinations,  is  self-sustaining* 

Banking  Examinations.  Men  engaged  in  the  work  of  bank  examina- 
tions are  paid  an  annual  salary,  but  in  connection  with  the  examina- 
tion of  any  bank,  the  Chief  Examiner  in  each  district  keeps  a record 
of  the  time  which  each  examiner  spends  at  that  bank*  The  institution 
is  charged  at  a daily  or  hourly  rate  for  the  service  of  each  employe 
of  the  Department  who  takes  part  in  the  examination.  In  some 
cases,  a large  group  of  men  is  required*  For  example,  in  the  recent 
examination  of  one  large  Philadelphia  bank,  l4l  men  were  used* 

The  overhead  expenses  of  the  Department  are  allocated  as  being 
applicable  to  the  supervision  of  banks  and  to  the  supervision  of  build- 
ing and  loan  associations*  That  portion  of  the  overhead  allocated  to 
bank  supervision  is  then  charged  to  the  banks  examined  in  proporation 
to  their  assets*  The  charge  amounts  to  two  and  one-half  cents  per 
thousand  dollars  on  the  commercial  assets,  and  one  and  one-half  cents 
per  thousand  dollars  on  the  trust  assets*  While  this  method  is  not 
quite  as  accurate  as  that  used  in  the  case  of  examinations,  it  has 
produced  a revenue  adequate  to  cover  the  cost  of  the  service*  The 
Secretary  of  Banking  testified  that  there  have  been  no  complaints 
from  the  banks  about  the  cost* 

The  Banking  Fund  is  one  of  a small  number  of  special  funds  still 

maintained*  In  years  past,  the  auditing  of  its  records  was  done  by 

recognized  firms  of  public  accountants,  at  a considerable  cost  to  the 
Fund*  Since  the  passage  of  the  Administrative  Code,  the  Auditor 
General  has  been  making  such  audits  without  any  cost  to  the  Banking 

Department*  No  part  of  the  General  Fund  is  enriched  by  the  opera- 

tion of  the  Department  of  Banking*  Since  the  General  Fund  under 
the  law  is  fixed  with  the  burden  of  making  audits,  and  since  the  State 
Treasurer  is  likewise  burdened  by  certain  business  originating  in  and 
pertaining  to  the  Department  of  Banking,  the  Committee  is  of  the 
opinion  that  a more  equitable  distribution  of  the  cost  of  government 
would  be  brought  about,  so  far  as  the  General  Fund  is  concerned,  if  the 
Banking  Fund  were  charged  by  the  Auditor  General  for  auditing  ex- 
penses, by  the  State  Treasurer  for  the  expense  involved  in  the  writing 
of  checks  and  in  the  custody  of  funds,  and  by  the  Department  of  prop- 
erty and  Supplies  for  heat,  light,  power,  rent  and  telephone  service.  In 
accordance  with  this  theory,  the  Committee  introduced  into  the  Legis- 
lative Session  of  1933  a till  designed  to  accomplish  this  purpose;  it  was 
approved  by  both  Houses,  and  unwillingly  vetoed  by  the  Governor, 
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due  to  an  unusual  legal  technicality*  This  bill  was  an  amendment 
to  the  Banking  Act  of  1923;  during  the  Session  of  1933 » the  Banking 
Code  was  enacted,  which  superseded  all  previous  legislation  on  the 
subject  and  all  amendments  thereto.  It  would,  therefore;,  have  been 
useless  for  the  Governor  to  sign  the  bill.  The  Committee,  however, 
urgently  renews  its  recommendation  that  the  principle  incorporated 
in  its  bill  to  make  the  Banking  Fund  self-sustaining  be  adopted  at  the 
next  session  of  the  Legislature  as  an  amendment  to  the  Banking  Code 
of  1933°  The  Budget  Office  estimates  a saving  to  the  General  Fund 
from  this  source  of  $32*526  a biennium. 

Building  and  Loan  Associations.  Under  the  present  lav;  building 
and  loan  associations  are  charged  with  the  amount  representing  the 
direct  cost  of  examination,  but  the  overhead  expenses  incurred  in  be- 
half of  these  associations  remains  a charge  upon  the  General  Fund. 

The  method  of  apportioning  the  cost  of  examination  is  similar  to  that 
employed  in  the  case  of  banks.  As  noted  above,  the  overhead  cost  of 
the  Department  is  allocated  to  the  supervision  of  banks  and  super- 
vision of  building  and  loan  associations,  the  amount  involved  in  the 
former  being  assessed  against  the  banks.  The  Committee  believes  that 
building  and  loan  associations  should  likewise  pay,  not  only  the  direct 
cost  of  examination,  but  the  overhead  expenses  incurred  by  the 
Department  in  the  maintenance  of  this  service,  especially  since  two- 
thirds  of  the  members  of  the  associations  are  savings  members  only, 
rather  than  borrowing  homeowners.  Toward  this  end,  the  Committee 
introduced  a bill  which  was  passed  by  both  Houses  of  the  Legislature 
and  was  approved  by  the  Governor.  & similar  provision  was  con- 
tained in  the  Department  of  Banking  Code,®  adopted  at  the  same 
session;  this  Code  supersedes  all  previous  legislation  on  the  subject, 
including  the  act  sponsored  by  the  Committee.  The  Budget  Office 
estimates  the  saving  to  the  General  Fund  at  $60,000  a biennium. 

Banks  in  Possession.  Banks  in  possession  of  the  Department  for 
purposes  of  liquidation  pay  the  costs  incurred  in  their  behalf,  the 
same  as  active  banks. 

Private  Bankers.  The  license  fees  charged  private  bankers  more 
than  cover  the  overhead  cost  incurred  with  respect  to  them,  so  they 
are  required  to  pay  only  the  direct  cost  of  their  examination. 

Contributions  to  Retirement  Fund 

The  testimony  before  the  Committee  showed  that,  in  the  past, 
appropriations  have  been  made  from  the  General  Fund  to  cover  the 
State  contributions  to  the  State  Employes’  Retiremend  Fund  for  em- 
ployes in  the  Department  of  Banking.  The  Budget  of  1933  charges 
this  contribution  to  the  Banking  Fund.  The  Committee  believes  that 
the  improvements  by  legislation  attempted  in  the  Session  of  1933 
would  make  it  possible  for  this  Department  to  operate  on  an  entirely 
self-sustaining  basis,  and  at  no  cost  whatever  to  the  revenues  of  the 
General  Fund.  This  is  in  full  conformity  with  the  Committee’s  con- 
viction that  types  of  business  requiring  regulation  should  be  required 
to  bear  the  cost  of  such  regulation. 

6Aet  of  May  15,  1933  (P»  Lo  565),  Section  204. 
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RECOMMENDATIONS 


The  Committee  recommends? 

1.  That  the  Banking  Fund,,  like  other  Special  Funds } be  required 
to  pay  in  full  its  own  maintenance  and  operating  costs „ 

2.  That  the  supervision  of  the  Department  be  extended  over  all 
private  banks . 
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TABLE  4„  DEPARTMENT  OF  BANKING 


GROSS  COST,  REVENUE  DERIVED,  AND  NET  COST  OF  DEPARTMENT  SERVICES,  1931-33 


Functions 

Act 

Estimated 
Gross  Cost 

1931-33 

Estimated 

Revenue 

1931-33 

Estimated 
Net  Cost 

1931-33 

Overhead  expenses  applicable  to 
supervision  of  banks  and  trust 
companies  — - — --- 

June  15,  1923— — — — ——— 

$305,967 

$305,967 

Examinations  of  banks  and  trust 

companies  --- — — ----- — - 

Examirations  of  building  and  loan 
associations  ~— — 

June  15,  1923-“--- -------- 

June  15,  1923— ------ — 

742,606 

422,933 

742,606 

422,933 

— — — - 

Supervision  and  examination  of 
private  banks  and  small  loan 
companies  — - — - — ------- — ------- 

June  15  , I923—————— 

31,624 

78,523, 

=$46,899 

Liquidation  of  closed  institutions1 

June  15,  1923--—- -------- 

103,8141 

0 

>0 

Oo 

*-» 

f— 

Overhead  expenses  applicable  to 
supervision  of  building  and  loan 
associations  —————————— 

June  15,  1923  and  General 
Appropriation  Act— — f*— 

162,498 

162,498 

Registration  and  supervision  of 
security  dealers  and  salesmen----- 

June  I3,  1927  and  General 
Appropriation  Act 

178,646 

180,000 

=1,354 

Totals  ————————— 



$1,948,088 

$1,833,843 

$114,245 

LIncluding  bank  examiners  used  as  temporary  special  deputies  until  permanent  special  deputies  were  appointed., 
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CHAPTER  XXVIII 


PENNSYLVANIA  SECURITIES  COMMISSION 


The  Pennsylvania  Securities  Commission  was  created  in  1923;  under 
the  act  and  subsequent  amendments  thereto,  the  primary  function  of 
the  Commission  is  the  registration  of  dealers  in  investment  securities, 
and  their  agents  or  salesmen. ^ The  Secretary  of  Banking  is  ex-officio 
a member  of  the  Commission,  which  operates  in  the  Department  of 
Banking  for  budgetary  purposes,  but  is  not  otherwise  under  the  con- 
trol of  the  Department.,  There  are  three  Commissioners  appointed  by 
the  Governor.  There  are  no  bureaus,  but  the  work  of  the  Commission 
falls  into  four  general  classes,  namely,  secretarial,  investigation,  ex- 
amination and  registration.  The  Commission  has  the  authority  to 
select  a Secretary,  who  serves  as  the  chief  executive  officer  of  the 
Commission. 

The  following  table  shows  the  personnel  and  their  salaries  as  of 
March  1,  1933  •' 


Position 


Number  of  Annual 

Employees  Salary 


Commissioners 
Executive  Secretary  . 
Investigation  „ 
Clerks,  etc. 


$21,500 

4,140 

20,180 

21,960 


T O tal  oa.o.ocoooo 


• 0 0 9 0 


26 


$67,780 


The  offices  of  the  Commission  are  located  in  Harrisburg,  with 
branch  offices  in  Philadelphia  and  Pittsburgh.  The  Commission  holds 
frequent  meetings  to  consider  applications,  to  study  circulars  and 
prospectuses  describing  securities,  and  to  direct  the  work  of  their  staff. 
In  their  decisions,  they  are  guided  largely  by  reports  and  recommen- 
dations of  the  investigators  and  examiners  on  their  staff. 

Secretarial  Work.  The  Secretary  of  the  Commission,  who  also  acts 
as  the  chief  executive  officer,  has  charge  of  the  general  office,  super- 
intends all  clerical  work,  conducts  correspondence,  gives  notice  of  all 
determinations,  rulings  and  orders  of  the  Commission,  prepares  and 
publishes  all  public  notices,  required  to  be  given  by  the  Commission 
under  the  law,  and  is  custodian  of  the  records  of  the  Commission.  He 
attends  all  meetings  in  person  in  order  to  present  for 'consideration 
the  various  matters  appearing  on  the  Commission’s  calendar.  He  con- 
fers with  attorneys,  applicants  and  others  having  business  with  the 
Commission  and  attests  all  signatures  of  the  members  of  the  Commis- 
sion to  official  documents.  Applications  are  filed  annually  with  this 
office  for  over  18,000  licenses  for  agents  and  salesmen. 


1-Act  of  June  14,  I923  (P°  4.  779),  amended  by  Act  of  April  13  , 1927  (P°  4.  273)  and  by 
Act  of  March  25,  1929  (P.  4.  69);  also  Section  429  of  Hie  Administrative  Code  of  1 92 9° 

2Includes  four  investigators  who  prosecute  violations  of  -the  law,  one  of  rtiom  receives 
$1,020  from  the  Banking  Department  and  $3,060  from  the  Attorney  General's  Department;  also 
three  examiners  who  examine  applications  for  dealers'  and  salesmen's  licenses. 
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Investigational  Work 


The  investigative  part  of  the  Commission's  work  is  in  charge  of 
the  Chief  Field  Investigator  and  has  to  do  with  the  criminal  prosecu- 
tion of  violators  of  the  Securities  Act,  He  investigates  all  complaints 
lodged  with  the  Commission,  acting  under  the  direction  and  advice 
of  a Special  Deputy  Attorney  General  assigned  by  the  Department  of 
Justice  to  do  the  legal  work  of  the  Securities  Commission0  The  per- 
formance of  these  duties  often  requires  extensive  traveling  for  the  pur- 
pose of  obtaining  information  and  evidence,  and  appearance  in  court 
when  necessary.  Over  1,000  investigations  have  been  made  since  1926, 
whtn  the  practice  of  giving  each  investigation  a number  was  in- 
augurated o 

There  are  two  ways  in  which  cases  of  suspected  dishonesty  and 
fraud  in  the  sale  of  securities  may  come  to  the  attention  of  the  Com- 
mission. Many  of  them  are  brought  to  light  through  the  fact  that 
the  Commission  employs  one  clerk  who  spends  the  major  portion  of 
his  time  reading  newspaper  advertisements  of  securities.  To  a trained 
eye,  it  is  possible  to  discern  very  quickly  those  advertisements,  the 
claims  of  which  are  of  a suspicious  character,  or  those  whose  backers 
are  known  to  have  a questionable  reputation.  A great  many  cases 
first  come  to  the  attention  of  the  Commission  through  the  filing  of 
complaints  regarding  violations  of  the  law,  either  by  investment  banks 
or  bankers,  or  by  individuals  who  have  been  victimized.  Occasionally, 
of  course,  the  complaints  of  individuals  are  no  more  than  a reflection 
of  the  displeasure  of  one  who  has  bought  in  a falling  market.  Four 
investigators  follow  up  all  complaints  and  gather  the  data  for  prose- 
cution where  the  facts  warrant.  Two  investigators  operate  in  the 
Philadelphia  area  and  one  each  in  the  Harrisburg  and  Pittsburgh  areas. 

A table  printed  in  the  Ninth  Annual  Report  of  the  Commission  lists 
32  criminal  prosecutions  between  September  23,  1931,  and  April  18, 

1932.  Eighteen  of  these  resulted  in  convictions  and  seven  were  await- 
ing trial  at  the  time  this  table  was  compiled. 

The  statutory  authority  under  which  this  work  is  carried  on  is 
found  in  Section  25  of  the  Securities  Act,  which  reads  as  follows: 

"The  administration  of  -the  provisions  of  this  act  ±ial  1 be  vested 
in  the  Commission.  It  shall  be  the  duty  of  the  Commission  to  see 
that  the  provisions  of  this  act  are  at  all  times  properly  adminis- 
tered and  obeyed,  and  to  take  such  measures  and  make  such  investiga- 
tions as  will  detect  the  violation  of  any  provisions  thereof.  In  the 
event  It  shall  discover  any  such  violations,  it  shall,  in  addition 
to  revoking  any  registration,  take  such  measures  as  may  be  necessary 
to  cause  the  apprehension  and  prosecution  of  all  persons  deemed 
guilty  thereof." 


For  purposes  of  investigation,  the  State  has  been  divided  into  three 
areas.  The  Philadelphia  office  handles  investigations  in  Philadelphia 
and  in  adjoining  counties;  the  Pittsburgh  office  handles  investigations 
west  of  Altoona,  while  the  Harrisburg  office  handles  those  from  Al- 
toona east  to  the  counties  adjacent  to  Philadelphia.  Year  by  year,  as 
the  existence  of  this  law  and  of  the  machinery  for  its  enforcement 
becomes  better  known,  the  number  of  inquiries  and  complaints  in- 
creases. During  recent  months,  the  number  of  letters  has  averaged 
about  120  per  month,  these  letters  making  inquiry  with  regard  to 
such  subjects  as  the  following:  Whether  companies  and  individuals  are 
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registered;  requesting  information  of  a confidential  nature  on  reg- 
istered companies  (which*  however,  is  never  furnished);  forwarding 
literature  and  tipster  sheets*  received  through  the  mails*  from  com- 
panies in  other  states;  reporting  telephone  solicitations;  forwarding 
advertisements  appearing  in  the  newspapers;  reporting  complaints 
against  individuals  who  have  made  illegal  sales;  newspapers  request- 
ing information  on  companies  and  individuals  desiring  to  insert  ad- 
vertisements relating  to  securities. 

When  the  Commission  has  determined  that  a company  or  an  indi- 
vidual domiciled  outside  of  Pennsylvania  is  violating  the  provisions 
of  the  act*  a registered  letter  is  forwarded  to  such  company  or  indi- 
vidual* enclosing  a copy  of  the  Securities  Act  and  notifying  the  com- 
pany that  violation  of  the  provisions  of  the  act  will  subject  it  to  the 
penalty  set  forth  therein,  A press  notice  is  also  released  and  many 
papers  publish  this  warning,  A warning  in  the  newspapers  is  con- 
sidered the  most  effective  method  of  protecting  the  citizens  of  the 
Commonwealth  against  financial  loss  by  high-pressure  mail  or  tele- 
phone and  telegraph  solicitation.  About  two  per  cent  of  the  com- 
panies which  receive  such  notices  admit  ignorance  of  the  law  and 
request  registration;  the  remaining  companies  were  conceived  in  fraud* 
could  never  be  registered*  and  therefore  attempt  to  operate  in  violation 
of  existing  statutes. 

After  correspondence  reveals  the  fact  that  a violation  of  the  law 
exists*  an  investigator  calls  upon  the  complainant  to  secure  pertinent 
data*  including  date  of  solicitation*  name  and  description  of  salesman* 
copies  of  literature*  receipts,  securities*  cancelled  checks*  and  a de- 
tailed statement  of  the  representations  made  by  the  salesman.  This 
report  is  then  submitted  to  the  Chief  Investigator*  who  prepares  a 
summary  of  the  case  for  submission  to  the  counsel  for  the  Commission 
and  to  the  Commission  for  authority  to  prosecute.  Such  approval 
having  been  given*  orders  are  issued  for  the  lodging  of  information 
for  warrant. 

No  average  time  for  an  investigation  can  be  stated.  In  cases  re- 
sulting in  prosecution*  a minimum  of  four  days  is  required*  one  for 
each  of  the  following  steps  in  the  procedure:  Investigation*  hearing 

before  justice  of  the  peace*  grand  jury*  and  trial.  In  most  cases*  how- 
ever* it  is  considered  necessary  to  have  at  least  two  persons  testify* 
who  have  been  solicited,  Wh ether  or  not  these  witnesses  have  in- 
vested money  as  a result  of  the  solicitation*  their  appearance  against 
the  defendant  is  sufficient  to  prevent  his  claiming  exemption  under 
a section  of  the  act  dealing  with  isolated  transactions.  The  procuring 
of  such  witnesses  commonly  requires  additional  time. 

This  description  of  the  method  employed  in  the  investigational  ac- 
tivities of  the  Commission  has  been  based  entirely  upon  a memorandum* 
submitted  to  this  Committee  by  the  Commission,  In  order  to  make  the 
description  of  this  service  more  definite  and  concrete*  the  following 
case  studies  of  investigations  are  included.  These  were  also  furnished 
by  the  Commission, 

Case  No,  1. 

On  December  11,  1931?  the  Commission  was  informed  that  individ- 
uals were  operating  in  the  northern  tier  counties*  using  forged  let- 
ters claiming  they  represented  the  American  Bond  and  Mortgage  Com- 


pany,  stating  that  the  company  was  collecting  all  outstanding  mort- 
gage issues  due  to  various  defaults  and  giving  bonds  of  equal  value 
in  "Affiliated  Properties"  (a  fictitious  corporation)  supposed  to  cover 
all  American  Bond  and  Mortgage  Company  issues „ A newspaper  warning 
was  released  December  18,  1931°  Between  December  11,  1931*  and 
February  15*  1933*  the  date  on  which  a warrant  was  secured,  81  letters 
were  written  by  the  Harrisburg  office  to  Better  Business  Bureaus  and 
officials  in  neighboring  States,  Federal  departments  in  Washington, 
banks  and  brokers,  four  complainants,  a district  attorney*  and  the 
branch  offices  of  the  Commission,,  These  letters  were  written  tracing 
the  securities,  getting  photographs  for  purposes  of  identification, 
securing  handwriting  of  suspects,  et  cetera. 


Case  No,  2, 

On  January  5*  1933*  three  men  were  arrested  in  Philadelphia  who 
were  operating  a somewhat  similar  racket.  Photographs  were  secured 
and  sent  to  complainants,  resulting  in  positive  identification  of  one 
man,  A detainer  is  now  lodged  against  this  man  in  Philadelphia  and 
he  will  be  taken  to  Bradford  County  for  trial.  Other  victims  from 
other  counties  will  go  to  Philadelphia  in  an  effort  to  establish  identi- 
fication  of  another  of  the  trio.  If  successful,  additional  warrants  will 
be  secured.  No  efforts  are  spared  to  capture  men  of  this  type.  After 
their  arrest,  it  was  revealed  that  this  group  had  been  operating 
throughout  the  United  States*  as  bonds  from  residents  of  California 
were  found  in  their  possession. 

In  this  case,  it  is  doubtful  whether  any  district  attorney's  office 
would  or  could  have  devoted  the  time  to  following  these  frauds  through 
a successful  conclusion.  The  voluminous  files  which  this  Commission 
has  accumulated  in  its  ten  years  of  existence  and  its  constant  contact 
with  similar  bodies  of  other  States,  with  the  Attorney  General's 
office  of  New  York  State,  Better  Business  Bureaus  and  Chambers  of 
Commerce,  make  it  comparatively  easy  to  run  down  all  clues. 

Case  No,  3. 

This  case  is  an  interesting  illustration  of  one  requiring  a minimum 
amount  of  effort  on  the  part  of  the  investigator.  On  February  2, 

1933*  a resident  of  Berks  County  called  at  the  office  of  the  Commis- 
sion with  a complaint  and  gave  the  names  of  two  residents  of  Dau- 
phin County  who  had  also  been  victimized , A telephone  call  brought 
one  lady  to  the  office,  who  gave  the  desired  information  concerning 
the  transactions  with  herself  and  sister.  As  a result  information  was 
lodged  for  a warrant  on  February  10,  1933*  and  the  warrant  placed 
in  the  hands  of  the  State  Police  for  service  in  Philadelphia, 


o 


Unfortunately,  in  the  cases  of  actual  sales  which  have  been  made, 
the  individual  does  not  write  until  some  time  has  elapsed,  and  by 
that  time  the  unregistered  salesman  has  often  left  the  confines  of 
the  Commonwealth,  These  cases  are  investigated  and  an  effort  is 
made  to  trace  the  individual  through  commissions  and  regulatory 
bodies  of  other  States,  There  is  a constant  exchange  of  information 
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on  salesmen  making  illegal  sales  with  our  adjoining  States*  particu- 
larly New  York  and  New  Jersey 0 

As  an  example  of  what  has  been  accomplished  in  this  respect*  in 
July*  1932*  it  came  to  the  attention  of  the  Commission  that  an  indi- 
vidual  called  upon  two  ladies  in  Sewickley  and  succeeded  in  getting 
$1*600  in  an  alleged  exchange  of  securities,,  About  the  same  time  a 
similar  transaction*  by  what  appeared  to  be  the  same  individuals*  was 
reported  by  a lady  from  Hellertown*  who  had  been  induced  to  sur- 
render $1*000,  This  lady  recalled  the  automobile  license  number  of 
the  car,  Upon  receipt  of  this  information*  the  Commission  communi- 
cated with  the  Automobile  License  Bureau  of  the  State  of  New  York 
and  secured  the  name  and  address  of  the  owner  of  the  automobile , 

It  then  communicated  with  the  Attorney  General’s  office  of  New 
York*  reporting  the  transaction , As  a result  the  Attorney  General 
of  New  York  ordered  the  individual  in  whose  name  the  automobile 
was  registered  to  appear  for  a hearing , Before  this  hearing  was  held* 
the  lady  in  Hellertown  was  again  visited  by  the  same  individuals  and 
her  $1*000  was  returned 0 The  ladies  in  Sewickley  were  induced  to 
accept  $1*300  of  their  original  $1*600  payment , 

Cost  of  Field  Offices.  According  to  a letter  from  the  Chairman 
of  the  Commission*  the  cost  of  the  two  field  offices  in  Philadelphia  and 
Pittsburgh  amounts  to  $7*544  a biennium  The  Committee  believes 
that  these  offices  should  be  eliminated.  If*  in  addition  to  the  saving  in 
office  rentals*  some  reduction  in  the  number  of  investigators  could 
be  made  during  the  period  of  the  existing  economic  emergency*  still 
further  savings  would  be  possible.  The  representatives  of  the  Com- 
mission thought  that  it  would  be  possible  to  carry  on  their  work 
without  the  field  offices*  but  that  it  would  be  extremely  difficult  to  do 
without  any  of  the  investigators*  if  the  present  standards  and  work 
of  the  Commission  are  to  be  maintained. 

Examinations  and  Registrations 

Examinations,  The  Commission  is  required  to  examine  and  inter- 
pret all  information  and  financial  data  required  to  be  submitted  with 
applications  for  the  registration  of  dealers?  it  examines  and  inter- 
prets information  contained  in  circulars  submitted  by  dealers  who 
are  already  registered.  Reports  of  all  examinations  are  prepared*  as 
well  as  hearings  held  in  connection  with  application  for  licensure* 
as  a result  of  which  recommendations  are  submitted  to  the  Commis- 
sion for  its  adoption.  To  date*  more  than  3*700  dealers’  applications 
have  been  filed  and  circulars  have  been  filed  upon  more  than  8*000 
issues  of  securities.  The  three  examiners  who  carry  on  this  work  con- 
sider the  financial  standing  of  the  applicant  and  all  other  relative 
matters. 

Registration.  A group  of  seven  employes  engaged  in  the  registra- 
tion of  dealers  and  salesmen  receive  all  applications*  docket  them*  col- 
lect the  necessary  filing  and  registration  fees*  transmitting  the  same 
to  the  Department  of  Revenue*  and  prepare  and  issue  the  proper  li- 
censes when  authorized  by  the  Commission,  This  Division  maintains 
all  necessary  records  in  connection  with  the  work  of  licensure.  Tables 
1 and  2 present  detailed  information  with  regard  to  original  and  re- 
newal applications  for  both  dealers  and  salesmen*  from  1926  to  1933. 


* 
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Between  August  1,  1926,  and  January  31,  1933,  the  Commission  can- 
celled suspended  or  revoked  registration  of  278  dealers „ In  the  same 
period  713  dealers®  applications  for  registration  were  cancelled  or 
refused o It  was  testified  that  dealers  often  withdraw  their  applica- 
tions when  it  appears  likely  that  their  applications  will  be  refused . 
During  this  same  period  9,527  registrations  of  salesmen  were  can- 
celled, suspended  or  revoked  and  1,423  applications  were  cancelled  or 
refused o The  Commission's  greatest  activity  in  this  respect  was  in 
the  fiscal  year  August  1,  1930,  to  July  31,  1931,  since  when  the  num- 
ber of  applications  and  registrations  on  which  it  has  acted  has  de- 
clined materially o 

Finances  of  the  Commission 


The  registration  and  license  fees  collected  from  dealers  and  sales- 
men  have  for  the  past  several  years  much  more  than  covered  the  ex- 
penditures of  the  Commission,  as  shown  in  the  following  table: 

Balances  Turned  Into  the  General  Fund  of  the  Commonwealth 
In  Years  Ending  May  31 
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$92,777.16 

45.00U.98 

13,385.64 

11.278.44 
10,734.55 

15,130.39 

35.388.52 

22.470.44 

29.386.52 
20,611.32 


According  to  the  Governor's  Budget,  the  estimated  gross  cost  of  the 
Commission  for  1931-33  was  $178,646,  revenue  derived  was  $202,880,  and 
excess  of  receipts  over  expenditures  $24,234.  The  fees  now  collected 
are  $10  filing  fee  and  $40  registration  fee  for  dealers,  and  $10 
filing  fee  and  $10  registration  fee  for  salesmen.  The  registration  fee 
must  be  paid  for  each  salesman,  but  the  filing  fee  for  salesmen  covers 
as  many  salesmen  as  are  listed  on  a single  application.  The  estimated 
fees  collected  this  year  will  be  approximately  $35,000  less  than  in  1930. 

Effectiveness  of  the  Work 


The  Committee  believes  that  the  services  of  the  Commission  are  of 
great  importance  and  value  for  the  protection  of  the  public  against 
fraud  and  deceit.  It  believes  that  these  functions  and  services  must 
be  continued.  This  point  of  view  is  supported  by  the  testimony  of  the 
Chairman  of  the  Commission,  who  stated  that  licenses  had  been 
refused  for  the  sale  of  securities  aggregating  more  than  a billion 
dollars.  In  addition  to  this,  it  is  impossible  to  tell  the  extent  to 
which  other  undesirable  security  issues  have  been  kept  out  of  Penn- 
sylvania  by  the  threat  of  the  mere  existence  of  the  Commission.  Cer- 
tainly the  amount  would  represent  a staggering  figure.  Since  Penn- 
sylvania established  this  Commission,  similar  agencies  for  the  enforce- 
ment of  "blue  sky"  legislation  have  been  set  up  in  many  other  States. 
If,  by  any  chance,  this  legislation  in  Pennsylvania  should  be  repealed. 
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it  is  certain  that  the  State  would  become  a dumping  ground  for 
securities  which  were  not  saleable  in  other  jurisdictions,  greatly 
to  the  loss  of  the  investing  public  in  this  Commonwealth,, 

The  Committee  considered  the  possibility  of  a different  organi- 
zation for  the  performance  of  this  work,,  If  the  duties  now  vested  in 
the  Commission  were  intrusted  to  a Deputy  Secretary  in  the  Department 
of  Banking  and  this  Deputy  were  paid  the  present  salary  of  the 
Chairman  of  the  Commission,  it  would  be  possible  to  save  the  salaries 
of  the  two  other  members . The  Committee  did  not  sponsor  this  change 
because  under  the  present  organization  the  work  is  not  only  well  done 
but  productive  of  a substantial  amount  of  revenue „ Furthermore,  the 
Committee  was  convinced  that  the  quasi-=judicial  nature  of  a large  por- 
tion of  the  work  justified  the  practice  of  using  a commission  rather 
than  a single  commissioner  for  its  performance „ As  an  emergency 
measure  in  the  present  economic  situation,  the  Committee  does  recom- 
mend, however,  that  the  present  salaries  paid  to  the  members  of  the 
Commission  be  temporarily  reduced  by  $2,000,,  This  would  give  the 
Chairman  an  annual  salary  of  $5,500  and  a salary  of  $5,000  for  the 
remaining  members  of  the  Commission „ 


RECOMMENDATIONS^ 


The  Committee  recommends: 

1„  That  as  an  emergency  measure  one  of  the  investigators  in  the 
Philadelphia  office  be  transferred  to  Harrisburg,  and  that  the  two 
remaining  investigators  in  Philadelphia  and  the  two  in  Pittsburgh  be 
discontinued,  at  a substantial  saving  in  salaries „ 

2„  That  the  Philadelphia  and  Pittsburgh  offices  of  the  Commission 
be  discontinued,  with  a corresponding  saving  in  rente 

3»  That  the  salaries  of  the  Commissioners  be  each  reduced  $2,000 
per  annum „ 
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APPENDIX  B 


Excerpt  from  19 hi  Report  to  the  General  Assembly  of  the 
Commonwealth  of  Pennsylvania  on  The  Organization  and 
Administration  of  Pennsylvania’s  State  Government^  by 
the  Joint  State  Government  Gcmmis  sion  of  the  General 
Assembly,,  pertaining  to  the  Department  of  Banking  and 
Pennsylvania  Securities  Gcmmis sion0 
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The  Joint  State  Government  Commission  makes  no 
recommendations  with  respect  to  the  Department  of  Banking 
at  this  timec  Chapter  XXIII  of  the  "Report  on  the  Organi= 
zation  and  Administration  of  Pennsylvania ' s State  Govern- 
ment" by  the  Joint  State  Government  Commission  contains  a 
description  of  the  organization  and  administration  of  the 
Department  of  Banking, 


- 1?5  - 


CHAPTER  XXIII 


DEPARTMENT  OF  BANKING 

The  United  States  has  two  banking  systems:  the  National  Banks  which 
are  under  the  supervision  of  the  Federal  Government  at  Washington,  and  the 
States  Banks  which  are  regulated  by  the  various  States . 

In  Pennsylvania  the  agency  which  regulates  State  Banks  is  known  as 
the  Department  of  Banking,  which  was  created  in  1891  and  its  powers  and 
duties  enlarged  and  extended  in  1895°  These  Acts  remained  in  effect  until 
1919  when  a new  Act  was  passed,  which  in  turn  was  repealed  by  the  Banking 
Act  of  1923 ° ^ This  Act  was  a reenactment  of  the  Act  of  1919  with  changes 
made  to  conform  to  the  Administrative  Code, 

A code  covering  the  powers  and  duties  of  the  Banking  Department, 
which  had  been  in  the  process  of  drafting  for  two  years,  was  enacted  in  the 
session  of  1933  and  is  now  in  effect  <, 

Ao  FUNCTION 

The  function  of  the  Department  of  Banking  is  the  supervision  of  bank- 
ing institutions  and  building  and  loan  associations  to  secure  the  utmost 
protection  for  depositors,  creditors  and  shareholders  dealing  therewith  and 
for  the  public  generally o It  also  seeks  to  prevent  distribution  of  fraud- 
ulent  securities,  and  to  make  impossible  the  charging  of  unlawful  interest 
rates  upon  loans  made  by  financial  institutions „ When  banking  institutions 
or  building  and  loan  associations  fail,  the  Department  liquidates  their 
affairs  for  the  benefit  of  the  depositors,  creditors  and  shareholders « 

Bo  POWERS  AND  DUTIES 

The  powers  and  duties  of  the  Department  are  set  forth  in  detail  in  the 
Department  of  Banking  Code,^  the  Banking  Code  ^ ^ and  the  Building  and  Loan 
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Code, 


which  require  that  all  persons  or  institutions  under  its  supervision 


(4) 


shall  obey  the  laws  pertaining  to  them  or  their  businesses.  This  applies  to 
the  followings 

1.  All  corporations  and  persons  which  are  authorized  to  receive 
or  do  receive  in  this  Commonwealth  money  on  deposit  or  for 
safekeeping,  or  which  are  authorized  to  engage  or  which  do 
engage  in  the  Commonwealth  in  a banking  business,  and  all 
corporations  which  are  authorized  to  act  or  which  do  act  in 
this  Commonwealth  as  trustees,  guardians,  executors,  admin- 
istrators, or  in  other  fiduciary  capacities,  including  banks, 
bank  and  trust  companies,  trust  companies,  private  banks  of 
which  there  are  16  in  the  State,  savings  banks,  and  mutual 
savings  funds;  but  not  including  hotels  or  clubs  which  receive 
money  from  guests  or  members  for  temporary  safekeeping,  ex- 
press, steamship,  or  telegraph  companies  which  receive  money 
for  transmission,  and  attorneys-at-law,  real  estate  agents, 
and  attorneys-in-fact,  who  are  not  engaged  in  the  business  of 
receiving  moneys  in  this  Commonwealth  for  deposit  or  for  trans- 
mission but  receive  and  transmit  moneys  only  as  an  incident  to 
their  general  business  or  profession,  brokers  licensed  under 
the  laws  of  the  Commonwealth,  holding  membership  in  a lawfully 
constituted  brokerage  exchange,  who  do  and  have  authority  to 
do  only  such  banking  as  is  incidental  to  their  brokerage  bus- 
inesso 

2o  All  national  banking  associations,  incorporated  under  the  laws 
of  the  United  States,  which  are  authorized  to  act  and  which  do 
act  in  the  Commonwealth  as  trustees,  guardians,  executors,  ad- 
ministrators, or  in  any  other  fiduciary  capacity  to  the  extent 
to  which  supervision  by  State  authorities  is  or  may  be  permitted 
under  the  laws  of  the  United  States 0 

3°  All  building  and  loan  associations  authorized  to  transact  or 
transacting  business  in  this  Commonwealth 0 

4o  Credit  unions  organized  under  the  provisions  of  the  Act  of  May 
26,  1933,  as  amendedo 

5°  Small  loan  companies  engaged  in  the  business  of  lending  in  sums 
of  $3°0°00  or  less,  organized  under  the  Act  of  June  1/,  1915s 
as  amendedo 

6o  Consumer  discount  companies  engaged  in  the  business  of  lending 
sums  of  $1,000  or  less,  organized  under  the  Act  of  April  8, 

1937 . 

Jo  Pawnbrokers  licensed  to  do  business  under  the  Act  of  April  6, 

1937  • 

8o  Supervision,  registration,  and  regulation  of  corporations  and 
persons  engaged  in  the  sale  of  investment  securities „ 
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9o  Supervision  of  banking  institutions  and  building  and  loan 

associations  under  the  Department  of  Banking  which  are  taken 
into  possession  for  liquidation  and  for  which  the  Secretary 
of  Banking  acts  as  receiver. 

However,  when  any  corporation  subject  to  the  supervision  of  the  De- 
partment of  Banking  is  also  engaged  in  a title  insurance  business  or  a 
mortgage  guarantee  business  subject  to  the  supervision  of  the  Insurance 
Department,  such  branch  of  its  business  is  subject  to  the  supervision  of 
the  Insurance  Department  and  not  of  the  Department  of  Banking. 

The  Department  of  Banking  has  the  power  and  is  required  to  examine 
all  institutions  under  its  supervision  thoroughly  at  least  once  each  year 
or  more  frequently  if  it  deems  such  action  necessary  or  advisable,  to 
safeguard  the  interests  of  depositors,  creditors  or  shareholders , 

Whenever  it  appears  to  the  department  that  a provision  of  the  charter 
or  of  any  other  law  regarding  the  business  of  such  institution  is  being 
violated  or  that  such  institution  is  conducting  business  in  an  unsafe  and 
unsound  manner,  the  Department  has  the  power  to  issue  a written  order 
under  seal,  directing  that  such  violation  of  law  or  such  unsafe  and  unsound 
practice  be  discontinued. 

The  Department  also  has  the  power  through  the  Banking  Board  and  Build- 
ing and  Loan  Board  to  remove  attorneys,  officers,  employes,  or  directors  of 
institutions,  who  continue  to  violate  the  law  or  continue  unsafe  and  un- 
sound practices  in  conducting  the  business  of  their  institutions.  The  law 
provides  that  the  above  mentioned  Boards  shall  first  give  any  person  a 
hearing  before  removing  him  or  declaring  his  office  or  position  vacant. 

The  Department  of  Banking  is  also  charged  with  the  duty  to  institute 
criminal  proceedings  for  violations  of  the  Codes  relating  to  banking  in- 
stitutions and  building  and  loan  associations. 
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The  Pennsylvania  Securities  Commission,  in  addition  to  its  power  to 
license  and  register  dealers  or  salesmen  of  investment  securities  in  Penn- 
sylvania, also  has  the  right  to  revoke  such  registration.,  The  Commission 
is  vested  with  the  power  to  institute  criminal  proceedings  for  violations 
of  the  Pennsylvania  Securities  Act  and  may  bring  an  action  in  the  name  of 
the  Commonwealth  against  any  person  or  corporation  and  may  enjoin  them  from 
doing  any  acts  in  violation  of  the  provisions  of  the  Securities  Act0 

The  Secretary  of  Banking  as  receiver  of  closed  banks  and  building  and 
loan  associations  has  all  the  rights,  powers  and  duties  of  a receiver 
appointed  by  any  court  of  equity  in  the  Commonwealth 0 In  this  capacity 
he  is  a representative  of  the  depositors,  creditors  and  shareholderso 

C » ORGANIZATION  AM)  OPERATIONS 

As  is  indicated  by  Chart  XXIII-1,  the  functions  administered  by  the 
Department  of  Banking  are  distributed  among  various  bureaus  and  divisions, 
and  departmental  administrative  boards „ Of  the  latter  there  are  three; 
namely,  the  Banking  Board,  the  Building  and  Loan  Board,  and  the  Pennsylvania 
Securities  Commission^  The  Secretary  of  Banking  is  chairman  and  a member  of 
the  first  two  Boards,  and  a member  ex-officio  of  the  Securities  Commission „ 
lo  Executive  Bureau 

The  organization  of  the  Department  is  directed  through  the  Executive 
Bureau  by  the  Secretary  of  Banking,  who  is  appointed  by  the  Governor „ The 
Executive  Bureau  defines  and  administers  the  general  policies  of  the  De- 
partment, maintains  personnel  records,  general  correspondence  and  mail  files 
of  the  Department o The  Bureau  coordinates  the  work  of  the  Department  and 
facilitates  the  Secretary* s supervision, 

2 o Bureau  of  Banks  and  Trust  Companies 

The  Bureau  of  Banks  and  Trust  Companies  examines  all  banks  in  accordance 
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with  the  Department  of  Banking  Code  of  1933*  which  requires  that  each 
hank  shall  be  examined  at  least  once  in  each  calendar  yearc  In  order 
that  the  work  may  be  carried  on  efficiently,  the  State  has  been  divided 
into  three  districts  with  offices  in  Philadelphia,  Pittsburgh  and  Harris- 
burg., In  addition  to  each  district,  the  Bureau  maintains  a clerical 
force  in  Harrisburg  to  study  reports  of  the  examiners,  to  analyze  and  in- 
terpret such  reports  and  to  carry  on  correspondence „ The  periodic  reports 
submitted  by  the  banks  themselves  are  also  studied.,  This  Bureau  maintains 
an  Accounting  and  Budget  Section,  taking  care  of  the  departmental  account- 
ing functions o 

The  Bureau  of  Banks  and  Trust  Companies  consists  principally  of  bank 
examiners.  They  examine  every  bank,  bank  and  trust  company,  private  bank 
and  savings  bank  in  the  State,  of  which  there  are  four  hundred,  with 
assets  of  over  three  billions,  and  trust  assets  of  nearly  five  billions „ 

All  national  banks  are  examined  by  national  bank  examiners,  and  all 
State  banks  and  trust  companies  by  the  State  Department  of  Banking  and  the 
Federal  Deposit  Insurance  Corporation*  If,  however,  the  bank  and  trust 
company  is  a member  of  the  Federal  Reserve  System  it  is  not  examined  by 
the  Federal  Deposit  Insurance  Corporation  but  is  examined  by  the  Federal 
Reserve  Bank  of  which  it  is  a member  and  by  the  State  Department  of  Bank- 
ing* 

The  number  of  banks,  trust  companies,  private  and  savings  banks  under 
the  jurisdiction  of  the  Banking  Department  totaled  J28  on  June  1,  1929° 
During  the  three  ensuing  years  a drastic  reduction  occurred  in  the  number 
of  banking  institutions  so  that  on  June  1,  1932,  the  number  under  super- 
vision dropped  to  498*  From  1932  up  to  the  present  date  (June  1,  19^0), 
the  reduction  was  more  gradual*  There  are  now  402  institutions  under  sup- 
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ervision  of  the  Department „ 

The  Department  of  Banking  classifies  banking  institutions  into  four 
groups,  A,  B,  G,  and  D,  according  to  the  condition  of  the  institutions 
as  reflected  by  the  reports  of  examination,,  This  classification,  however, 
does  not  in  itself  determine  how  often  the  institutions  involved  will  be 
examined  within  any  one  year.  The  particular  factors  or  problems  which 
contribute  to  the  final  classifications  are  more  important  in  determining 
the  frequency  of  examination  , special  examinations  investigations  special 
reports  and  conferences  which  are  arranged  in  addition  to  the  one  regular 
examination  conducted  each  year* 

The  costs  of  the  Bureau  of  Banks  and  Trust  Companies  are  assessed  against 
all  the  banking  institutions  of  the  State  on  a sliding  scale  proportionate 
to  the  total  assets  of  the  commercial  department  and  the  total  assets  of  the 
trust  department.  A minimum  charge  of  fifteen  dollars  covers  the  first 
$100 *000  of  assets  up  to  a certain  point;  then  it  drops  down  to  five  dollars 
for  each  $100 , 000  additional  up  to  $2,000,000  and  then  four  dollars  up  to 
$5,000,000,  then  three  dollars  for  each  $100,000  up  to  $10,000,000,  then 
two  dollars  for  each  $100,000  over  $10,000,000. 

a°  Division  of  Credit  Unions  and  Small  Loan  Companies 

It  is  the  function  of  the  Division  of  Credit  Unions  and  Small 
Loan  Companies  to  supervise  all  credit  unions,  consumer  discount  companies, 
small  loan  companies  and  pawnbrokers.  Examinations  must  be  made  at  least 
once  a year  of  all  credit  unions  and  small  loan  companies,  while  consumer 
discount  companies  and  pawnbrokers  may  be  examined  whenever  the  Secretary 
of  Banking  deems  such  a procedure  necessary. 

3°  Bureau  of  Building  and  Loan  Associations 

The  Department  is  given  jurisdiction  over  active  building  and  loan 
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associations  and  also  over  building  and  loan  associations  which  are  being 
liquidated  voluntarily  by  liquidating  trustees  elected  by  the  shareholders . 
The  function  of  this  Bureau  is  to  examine  and  supervise  these  associations., 
The  State  has  been  divided  into  two  districts,  with  offices  in  Philadelphia 
and  Harrisburgo  Two-thirds  of  the  number  of  associations  are  located  in 
the  southeastern  part  of  the  State 0 The  Bureau  is  under  the  direction  of 
a chief  and  the  two  district  offices  have  in  their  employ  office  assistants, 
examiners,  stenographers  and  clerks «, 

The  Department  of  Banking  determines  the  frequency  of  an  examination 
according  to  the  particular  factors  or  problems  within  each  association 
which  require  special  attention „ These  factors  or  problems  determine  the 
number  of  special  examinations,  investigations,  special  reports  and  confer- 
ences arranged  in  addition  to  the  one  regular  examination  held  in  each  year. 
On  June  1,  1929,  there  were  4,235  building  and  loan  associations  sub- 
ject to  supervision  by  the  Department  of  Banking.,  As  of  June  1,  1940,  the 
number  of  these  associations  totaled  2,412,  or  a reduction  of  43o0$o 
4.  Bureau  for  Liquidation  of  Institutions  in  Possession 

This  Bureau  has  the  supervision  of  all  closed  banks  and  building  and 
loan  associations..  Those  in  possession  of  the  Department  for  purposes  of 
liquidation  pay  the  costs  incurred  in  their  behalf  the  same  as  active 
banks „ 

As  of  May  1,  1940,  the  Secretary  of  Banking  acted  as  receiver  for  122 
banks,  with  appraised  assets  of  over  $40,000,000  and  receiver  of  2/4  build- 
ing and  loan  associations  with  appraised  assets  of  over  $3, 000, 000 » Nine 
of  the  banks  and  llo  of  the  building  and  loan  associations  will  in  all  like- 
lihood not  be  able  to  pay  further  dividends,  and  final  accounts  will  be 
filed  in  court  for  these  institutions 0 
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Most  of  the  closed  banks  have  been  in  receivership  for  approximately 
nine  years  and  most  of  the  building  and  loan  associations  for  approximately 
five  yearso  The  receivers  have  collected  during  this  period  those  debts 
which  were  most  easily  collectible  and  have  sold  the  most  easily  disposable 
assets,  leaving  for  collection  the  most  difficult  debts,  and  for  sale  the 
most  unsalable  properties » 

Obviously,  it  will  be  more  difficult  as  time  goes  by  to  collect  debts 
owed  to  the  closed  institutions  or  to  make  advantageous  settlements  or  to 
sell  real  estate  at  a profit . Consequently,  the  cost  of  liquidation,  per 
unit,  must  naturally  rise,, 

There  are  approximately  32,680  persons  and  corporations  who  have  not 
yet  paid  their  debts  to  the  closed  banks  and  approximately  21,770  who  owe 
the  closed  building  and  loan  associations,,  There  are  1,386  individuals  or 
corporations,  each  of  whom  owe  one  or  more  closed  banks  over  $10, 000 „ These 
1,386  debtors  owe  the  closed  banks  $43, 000, 000 . 

Real  estate  owned  by  closed  banks  and  by  closed  building  and  loan  asso- 
ciations has  an  estimated  market  value  of  approximately  $20, 000, 000 „ 

In  the  liquidation  of  closed  banks  and  closed  building  and  loan  asso- 
ciations there  are  three  types  of  expenditures  involved? 

lo  General  overhead,  such  as  the  salaries  of  employes  of  the 
Liquidation  Division  itself,  which  supervises  the  liquida- 
tion of  all  closed  banks  and  building  and  loan  associations,, 

2o  Expenses  incurred  by  the  Secretary  of  Banking  as  receiver  and 
the  employment  of  a deputy  receiver  and  in  the  employment  of 
others  who  are  directly  and  solely  engaged  in  connection  with 
winding  up  the  affairs  of  the  particular  closed  banks  and 
closed  building  and  loan  associations,, 

3„  Expenses  incurred  by  the  Secretary  of  Banking  for  services 
engaged  for  the  benefit  of  more  than  one  institution  in  the 
possession  of  the  Secretary  as  receiver „ 
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The  expenses  involved  in  item  2 are  paid  out  of  the  assets  of  the 
particular  closed  institution.  The  expenses  involved  in  items  1 and  3 
are  equitably  distributed  among  the  several  banking  institutions  and 
building  and  loan  associations  in  the  possession  of  the  Secretary  a3  re- 
ceiver. The  division  and  apportionment  of  the  expenses  in  items  1 and  3 
are  based  on  the  inventory  and  appraisment  of  the  closed  banks.  Each 
bank  and  building  and  loan  association  is  required  to  pay  the  expenses  in 
the  same  proportion  that  the  value  of  their  inventory  and  appraisement 
bears  to  the  total  values  of  all  the  inventories  and  appraisements  of  the 
several  closed  banks  and  building  and  loan  associations  in  the  possession 

of  the  Secretary  as  receiver.  This  practice  is  followed  by  the  Secretary 

(?) 

of  Banking  and  is  authorized  by  the  Department  of  Banking  Code  of  193.3° 

In  1939,  the  Legislature  appropriated  $10,000  to  the  Department  of 
Banking  which  was  designated  as  a revolving  fund  for  use  in  liquidating 
closed  building  and  loan  associations.  This  revolving  fund  was  deemed 
necessary  because  many  closed  associations  were  in  an  unliquid  position 
and  were  therefore  unable  to  pay  their  proportionate  share  of  the  expense. 
In  such  situations  the  revolving  fund  made  advances  on  behalf  of  these 
associations  of  their  shares  of  the  expense,  and  when  the  assets  of  the 

associations  were  reduced  to  liquid  form  the  associations  reimbursed  the 

*• 

revolving  fund.  This  revolving  fund  is  now  down  to  around  $1,000,  most  of 
it  having  been  advanced  to  cover  the  situations  indicated. 

5.  Departmental  Administrative  Boards 

a.  Pennsylvania  Securities  Commission 

The  Pennsylvania  Securities  Commission,  a departmental  administra- 
tive commission  in  the  Department  of  Banking,  was  created  by  an  amendment 
to  the  Administrative  Code  approved  April  13,  1927,^  and  was  vested  with 
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the  power  to  administer  and  enforce  the  provisions  of  the  Securities  Act 
of  1927  as  amended  from  time  to  time.  In  1933  there  was  placed  under  its 
supervision  the  enforcement  of  Act  No„  113.  P°L„  788.  which  transferred 
from  the  Department  of  Banking  the  rights  and  duties  relating  to  the  li- 
censing and  regulating  of  corporations,  co-partnerships,  associations  and 
individuals  engaged  in  the  investment  business „ The  1939  session  of  the 
Legislature  passed  a new  "Pennsyl Vania  Securities  Act"  which  was  approved 
by  the  Governor  June  24,  1939*^  and  repealed  the  Act  of  1927° 

The  function  of  the  Commission  is  to  protect  residents  of  Pennsylvania 
in  the  purchase  and  sale  of  securities „ It  registers  dealers  and  salesmen 
who  wish  to  engage  in  the  business  of  offering  securities  to  the  public  in 
Pennsylvania  and  who  undertake  to  dispose  of  securities  for  the  public,, 

After  a hearing,  it  may  revoke  the  registration  of  any  dealer  or  salesman 
who  has  violated  any  of  the  provisions  of  "The  Pennsylvania  Securities  Act" 
or  who  has  been  guilty  of  any  fraud  or  fraudulent  practice  thereunder „ Re- 
fusal  or  revocation  of  registration  by  the  Commission  is  made  subject  to 
appeal  to  the  Court  of  Common  Pleas  of  Dauphin  County,,  The  Commission  is 
also  vested  with  authority  to  institute  criminal  prosecution  for  violations 
of  the  provisions  of  "The  Pennsylvania  Securities  Act"  and  may  bring  an 
action  in  the  name  and  on  behalf  of  the  Commonwealth  of  Pennsylvania  against 
any  person  to  enjoin  such  person  from  doing  any  act  or  acts  in  violation  of 
the  provisions  of  "The  Pennsylvania  Securities  Act"  or  Act  No«  113,  1933 » 
P0L0  7880  With  respect  to  this  latter  Act,  the  Commission  is  given  power 
to  require  the  registration  of  entities  engaged  in  the  business  of  selling 
or  offering  for  sale  installment  or  single  payment  contracts  under  which 
all  or  part  of  the  total  amount  received  is  to  be  repaid  at  some  future 
time  and  wherein  the  contracts  are  "not  secured  by  adequate  property 
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The  Commission  is  composed  of  three  Commissioners,  one  of  whom  is  des 
ignated  as  Chairman  by  the  Governor,  and  the  Secretary  of  Banking  is  an 
ex-officio  member „ The  Chairman  receives  an  annual  salary  of  $7,500, 
while  the  remaining  two  commissioners  receive  $7,000.  All  employes,  agents 
and  investigators  for  the  Commission  are  appointed  by  the  Secretary  of  Bank 
ing  with  the  approval  of  the  Governor . The  work  of  the  Commission  falls 
into  four  general  classifications;  namely,  secretarial,  examination,  reg- 
istration and  investigation.  The  secretarial  staff  has  charge  of  office 
routine  and  sees  to  the  execution  of  the  orders  of  the  Commissioners.  The 
examiners  employed  by  the  Commission  cheek  upon  the  qualifications  of  all 
applicants  for  registration  before  presentation  to  the  Commissioners  for 
action,  while  the  investigators  handle  complaints  coming  before  the  Com- 
mission and  assist  in  the  prosecution  of  violators  of  '’The  Pennsylvania 
Securities  Act.” 

The  Commissioners  pass  upon  the  applications  for  registration  of 
dealers  and  salesmen,  hold  hearings  on  dealers’  and  salesmen’s  applica- 
tions, revocations,  and  refusals  to  register,  scrutinize  prospectuses 
describing  securities,  order  investigations,  and  in  general  supervise  all 
activities  of  the  Commission.  The  Commission  supervises  the  registration 
of  all  dealers  and  salesmen.  There  are  at  present  527  dealers  and  2,700 
salesmen  registered.  The  filing  fee  for  dealers  is  $10  and  the  registra- 
tion fee  for  dealers  is  $40.  The  registration  fee  of  $40  is  reduced  by 
one -half  on  and  after  July  1st  of  each  year.  The  filing  fee  for  salesmen 
is  $10  and  the  registration  fee  is  $10  for  each  salesman.  The  qualifica- 
tions of  all  applicants  for  registration  are  checked  by  the  Commission’s 
examiners  before  their  applications  are  submitted  to  the  Commission  for 
consi deration. 
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The  offering  of  all  corporate  securities  through  registered  dealers 
is  passed  on  by  the  Commission  before  they  are  sold  in  the  Commonwealth, 

No  control  is  exercised  over  Federal,  State  or  municipal  securities. 

There  are  two  methods  by  which  the  sale  of  securities  is  regulated:  (1) 

by  requiring  the  filing  of  a prospectus  with  the  Commission  through  a 
registered  dealer,  and  (2)  by  licensing  as  a dealer  the  issuing  company 
to  sell  its  own  securities.  In  the  latter  case  the  entire  financial  set- 
up is  investigated.  In  the  former,  the  Commission's  primary  interest  is 
in  the  full  disclosure  in  the  prospectus  of  all  the  facts  upon  which  a 
prospective  purchaser  can  base  his  judgment  of  the  security  offered.  This 
includes  disclosure  of  the  margin  of  profit  given  to  the  dealer  in  the  form 
of  commissions,  etc.  by  the  corporation  whose  securities  are  being  offered 
to  the  public.  The  Commission  has  the  right  to  refuse  to  sanction  the 
sale  of  securities  if,  in  its  judgment,  the  plan  of  business  is  "unfair, 
unjust,  or  inequitable,"  Under  "The  Pennsylvania  Securities  Act"  the  Com- 
mission is  given  the  power  to  use  practically  any  method  it  may  deem  nec- 
essary to  determine  the  true  financial  condition  of  the  applicant. 

The  facilities  of  the  Pennsylvania  Motor  Police  have  been  added  to 
those  of  the  Commission  in  making  investigations.  If  a complaint  is  made 
to  the  Commission  relative  to  an  illegal  sale  of  securities  by  an  unregis- 
tered dealer  or  salesman,  an  investigation  is  made  by  the  Motor  Police  at 
the  request  of  the  Commission.  The  report  of  such  an  investigation  is 
turned  over  to  the  Commission  for  scrutiny  and,  if  it  is  apparent  that 
the  law  is  being  violated,  a Commission  investigator  prepares  information 
for  warrants  of  arrest  and  assists  in  the  prosecution  of  the  case.  In 
addition,  the  following  organizations  cooperate  in  keeping  the  Commission 
informed  regarding  securities  schemes  in  violation  of  the  law:  the  State 
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Chamber  of  Commerce,  the  Pennsylvania  Bankers’  Association,  Investment 
Bankers’  Association,  and  the  Better  Business  Bureaus.  The  local  members 
of  these  organizations  answer  quarterly  questionnaires  prepared  and  sent 
out  by  the  Commission  which  provide  the  Commission  with  current  informa- 
tion from  all  over  the  State, 
b.  The  Banking  Board 

The  Banking  Board,  ^a  departmental  administrative  board,  is  vested 
by  the  Legislature  with  the  following  distinct  powers: 

(1)  It  may  upon  recommendation  by  the  Secretary  of  Banking 
and  after  hearings,  remove  any  officer,  director, 
trustee,  attorney  or  employe  of  any  banking  institution 
under  the  jurisdiction  of  the  Department  found  guilty 
of  unsound  banking  practice  or  violation  of  the  law. 

(2)  The  Board  must  also  pass  upon  establishment  of  branch 
banks  under  the  Banking  Code  in  any  community  where  es- 
tablishment of  branches  was  prohibited  prior  to  January 

1.  1935- 

(3)  In  the  case  of  reserves  which  banking  institutions  have 
to  maintain  against  deposits,  the  Department  of  Banking 
may,  with  the  approval  of  the  Banking  Board,  alter  the 
amount  which  is  now  set  up  by  the  Banking  Code.  The 
right  to  increase  the  required  reserves  is  limited  and, 
once  increased,  may  later  be  decreased  but  not  below 
what  the  Code  itself  prescribes. 

(4)  In  the  case  of  common  trust  funds  maintained  by  bank  and 
trust  companies  or  trust  companies  for  the  collective  in- 
vestment of  trust  funds,  the  Department  of  Banking  may, 
with  the  approval  of  the  Banking  Board,  issue  regulations 
pertaining  to  their  establishment  and  operation. 

The  Banking  Board  has  no  power  to  initiate  any  matters,  its  functions 
being  only  to  pass  upon  certain  matters  approved  by  or  initiated  by  the 
Department  of  Banking. 

The  Act  creating  the  Board  provides  that  six  of  the  nine  members  must- 
be  appointed  by  the  Governor  from  a panel  of  nominees  presented  by  the  Penn- 
sylvania Bankers’  Association.  These  members  can  be  removed  only  for 
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absence  from  six  consecutive  meetings  of  the  Board  without  excuse.  If 
any  member  is  removed,  the  Governor  must  appoint  a substitute  from  the 
same  geographical  area  represented  by  the  original  member.  The  three 
remaining  members  consist  of  the  Secretary  of  Banking,  who  acts  as  chair- 
man and  ex-officio  member,  and  two  persons  appointed  by  the  Governor, 

Co  The  Building  and  Loan  Board 

/ O \ 

The  Building  and  Loan  Board  is  vested  by  the  Legislature  with 
the  power,  upon  recommendation  by  the  Secretary  of  Banking  and  after  hear- 
ings, to  remove  any  director,  officer,  attorney  or  employe  of  any  building 
and  loan  association  under  the  jurisdiction  of  the  Department  found  guilty 
of  violation  of  the  law  relating  to  building  and  loan  associations,  or  of 
unsafe  or  unsound  practices  in  conducting  the  business  thereof. 

The  Act  creating  the  Board  provides  that  six  of  the  nine  members 
thereof  shall  be  appointed  by  the  Governor  from  a panel  of  nominees  pre- 
sented by  the  Pennsylvania  League  of  Building  and  Loan  Associations, 

These  members  can  be  removed  only  for  absence  from  six  consecutive  meet- 
ings of  the  Board  without  excuse.  The  three  other  members  consist  of  two 
appointed  by  the  Governor  at  large,  and  the  Secretary  of  Banking,  who  acts 
as  chairman  and  ex-officio  member, 

D,  PERSONNEL 

On  June  1,  1940,  the  Department  of  Banking  (including  the  Pennsylvania 
Securities  Commission)  employed  a total  of  218  persons  to  perform  the  De- 
partment* s functions  discussed  on  preceding  pages.  The  aggregate  annual 
payroll  for  these  employes  totaled  $535>37°»  Table  XXIII-A  shows  the  dis- 
tribution of  these  employes  and  total  salaries  paid  according  to  Bureau, 
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TABLE  XXIII -A 


DEPARTMENT  OF  BANKING 
NUMBER  OF  EMPLOYES  AND  SALARIES  PAID 
JUNE  1,  1940 


Bureau 

n 

Number  of 
Employes 

Annual 

Salaries 

Executive  ............................... 

63 

$135 ,000 

Banks  and  Trust  Companies ................ 

66 

1/6,810 

Building  and  Loan  Associations  .......... 

66 

164,780 

Credit  Unions  - Small  Loan  Companies  .... 

6 

13,260 

Liquidation  of  Closed  Institutions  ..... 

3 

8,4oo 

Pennsylvania  Securities  Commission  ...... 

i4 

37*120 

TOtal  oeoeoooeoeo 

218 

$535,370 

E.  FINANCES 

As  indicated  previously,  the  Department  of  Banking  assesses  banking 
institutions  and  building  and  loan  associations  for  expenses  incurred  by 
the  Department  in  its  supervisory  and  examining  capacity.  Hence,  exclus- 
ive  of  appropriations  to  the  Securities  Commission,  the  Banking  Department 
is  self-supporting  and  does  not  receive  appropriations  from  the  Legisla- 
ture, except  for  a small  sum  ($10,000  for  the  1939~4l  biennium)  used  as  a 
revolving  fund  for  liquidation  expenses  in  connection  with  building  and 
loan  associations,, 

In  Table  XXIXI-B,  page  2317s  is  shown,  by  function  performed,  the 
gross  cost  of  operating  the  Department  of  Banking,  together  with  revenues 
derived  during  the  two  bienniums  1935  to  1939  and  the  first  year  of  the 
1939=41  biennium,.  Although  certain  functions  are  not  on  a self-supporting 
basis,  the  following  analysis  indicates  that  aggregate  revenues  amply  pay 
for  the  expense  involved  in  operating  the  Department 6 
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a/  Including  bank  examiners  used  as  temporary  special  deputies  until  permanent  special  deputies  were  appointed, 
b / One  year  only 
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FOOTNOTES 


(1)  1923,  PcLo  809 

(2)  1933.  P°L.  565 

(3)  1933.  P.L.  624 

(4)  1933.  ^57 

(5)  1927.  PoL.  273 

(6)  1939.  P°L°  748 

(7)  1937.  P0L0  337 

(8)  1937.  P°P°  337 
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APPENDIX  G 


Excerpt  from  19 U6  Report  to  Governor  Edward  Martin  on 
Reorganisation  of  the  State  Government  and  Classification 
and  Compensation  System  of  Personnel  Service,,  by  the 
Reorganization  and  Classification  Committee 9 pertaining 
to  the  Department  of  Banking, 
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DEPARTMENT  OF  STATE 
(Constitutional.  Office) 

The  powers  and  duties  of  the  expanded  Department  of  State  would  include * among 
others*  the  regulation  of  banking*  insurance*  securities*  athletic  contests* 
motion  pictures*  licensing  of  realtors  and  other  businesses  and  trades*  the 
promotion  and  publicizing  of  business  in  the  Commonwealth*  co-ordination  of 
state  and  interstate  affairs*  the  incorporation  and  registration  of  corpora- 
tions* the  recording  of  legislative  and  executive  acts  and  the  supervision 
of  elections*  as  well  as  related  matters 0 

The  Department  of  State  would  continue  all  its  present  functions*  with  the 

i 

exception  of  the  State  Employees”  Retirement  Board*  and  would  absorb  the  present 
Department  of  Banking*  the  present  Insurance  Department  and  the  present  Department 
of  Commerce  with  the  exception  of  the  Planning  Boardo  The.  State  Athletic 
Commission*  now  in  the  Department  of  Revenue*  and  the  State  Board  of  Censors* 
now  in  the  Department  of  Public  Instruction*  would  be  transferred  to  this 
department o The  Secretary  of  the  Commonwealth  would  be  an  ex-offici©  member 
of  all  the  boards  and  commissions  transferred  to  this  department 0 In  addition* 
it  is  proposed  that  all  publicity  work  of  the  Commonwealth  as  far  as  practical 
be  centered  in  this  department 0 

In  order  to  have  a proper  coordination  of  interstate  affairs*  it  is  proposed 
that  the  Commission  on  Interstate  Cooperation  and  the  Atlantic  States  Marine 
Fisheries  Commission  be  associated  with  this  department  and  the  Secretary  of 
the  Commonwealth  made  an  ex-officio  member  of  these  agencies 0 (Pages  88  and 
89  of  the  1946  report) 

DEPARTMENT  OF  BANKING 

The  Committee  recommends  § 

lo  That  the  functions  of  the  Department  of  Banking  be  transferred  to 

the  Department  of  State 0 (Page  106  of  the  1946  report) 
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